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2007

A Year of Profitable Growth

2007 vs 2006

Revenue

Up 12% to a record
US$8.16 billion

EBIT
Up 53% to
US$613 million

Net Profit
Up 44% to
US$523 million

Earnings Per Share

35.72 US cents

Return on Equity

23%
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Financial Performance 2007 vs 2006
2007 (uss MIL) 2006 [(us$ MIL) Change (%)
Revenue 8,160 7,264 12
EBITDA 867 648 34
- Depreciation and Amortisation (254) (247) 3
EBIT 613 401" 53
- Impairment of Goodwill - (100} om
- Gross Interest Expense (36} (37) 3)
- Tax (54} 100 nm
i Net Profit 523 364 44
| Earnings Per Share (US cents) 35.72 25.00 43
Net Asset Value Per Share (US$) 1.81 1.45 25

' Excludes the impairment in value of goodwill arising cn consolidation af US$100 million.
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Over the year, we commenced the
IndiaLinx™ rail program, launched our
new Suez service, bid successfully
for a landmark terminal project in the
Netherands and crdered or chartered
13 large vessels. We led the way on a
range of industry issues and decided to
i create greater visibility of our key terminals
\ assets with the establishment of a new
Terminals unit. It is not surprising that
NCL is seen as a company on the move.
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in 2007, we introduced
programs aimed at retaining
talented employees and
developing their skills. We
strengthened our customer
connections with a range of
products and services designed
to make business easier

for them. And we engaged

in a range cf social and
environmental initiatives. The
way in which we connect with
each other, with our customers,
and with our communities is
what defines us. Our business
is about connections.

During the year, NOL Group
launched the world's largest
ocean-capable shipping containers.
The £3-foot containers, known
as “Oceanb3™" deliver greater
convenience, cost-efficiency
and help ease port congestion.
They are the latest chapter in

a long history of world firsts in:
container ship capacity,
eguipment innovation, terminal
design, the pioneering of
intermodalism and much more.
By innovating, we strengthen
our position of leadership.
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financial performance and reinforce our reputation as
a global industry leader.

CHAIRMAN'S MESSAGE

For the NOL Group, 2007 was another

year of progress, improvernent and
excellent customer service.

Delivering Shareholder Value

With a Net Profit of US$523 mifion, a
Return on Equity of 23% and Eamings
per Share of 35,72 US cents, NCL
hag again groven its ability to achieve
solid profits across the business
cycle. Over the course of 2007, our
Total Shareholder Retum was 90%.
‘this was largely attributable to share
price appreciation.

Record revenue of US$8.16 billion
was reported, an increase of 12%

on the US$7 .3 hilion achieved in the
previous year, Over the five vear period
2003 te 2007 we have established a
very positive revenue growth frajectory.

The Board of Directors has
recommended a final tax exempt
(one-tier) dividend of 10 Singapore
cents per share, payable on 5 May
2008. This is in addition to the interim
tax exempit {one-tier) dividend of

4 Singapore cents per share paid

in September 2007, The taial
dividend for the performance year
2007 will be 14 Singapore cents
per share.

Five Years of Consistent
Performance

In an industry sector with a history

of cyclicality, the results we have
reported are a credit to our people,
and reflect the rigour of our business
modcel. They affirm NOL Group'’s
record of consistent financial
performance and reinforce our
reputation as a global indusiry leader.

In 2007, each of our husinesses
improved their performance

and contributed positively to the
Group's success.

NOL is committed to delivering
shareholder value and providing
attractive long-term retums. For
the five years fram 2003 to 2007,
dividends and retum on capital
actions have deliverad more
than S%2.4 bilion (US$1.5 billion)
to shareholdars.

Building our Business

2008 will be a year of major milestones
for our company. In December we

will mark the 40th anniversary of the
incorporation of Nepiune Qrient Lines
Limited in Singapore. We will also
commemorate 160 years of business
for cur container shipping arm APL,
whose history dates back {o 184&.

We are proud of our past and we have
a clear strategy for the future, built
around plans {0 expand and develop
our three business units — Container
Shipping, Terminals and Logistics.

Qur decision to create a separate
Terminals unit increases the visibility of
assets that have been "hidden gems” of
the NOL Group. In 2007, this business
made 2.47 milion container lifts,

Going forward, NOL will build on its I
proven business model by focusing

on growth, Orders have been placed

to expand our container shipping and

equipment fleets, and we are investing

in aur network of container terminals

and logistics capabillity.
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2003 2004

2005 2006 2007 2003

2005 2006 2007

Corporate Governance

NOL Group is committed to
maintaining the highest standards
of corporate govemance and
conduct as a means of enhancing
accountability and performance.
NOL. complies with the Singapore
Code of Corporate Govemance,
Our Corporate Govemance
statement can be found at page
34 of this Report.

The Board of Directors and

its Board Committees meet
regularly to review the Group’s
operational and financial strategies
and its performance and risk
management practices, with a
view 10 ensuring shareholders'
interests are prolected.

The Group is highly focused on
effectiva risk management, which

is overseen by our Board Enterprise
Risk Management Committee,

To allow staff to raise concams
about possitle improprieties, NOL
has in place a whistle-blowing hotline.

NOI s commitrent to timely
disclosure is reflected in our monthly
release of cperating performance
metrics including freight volumes
and average revenue per FEU
(forty-foct equivalent unit) data.

To increase transparency in
reporting the Group's financial
performance, the company in
February 2008 provided proforma
accounts detailing separate
Containar Shipping and Terminals
segments. The financials which
are now part of cur Terminalg
reporting unit previcusly formed part
of the Liner unit. This Report sets
out comparative data detailing the
performance of all business units
for 2006 and 2007.

Key drivers of the company’s
performance at Group and business
segment level, information about
the dynamics of the business and
detalls of measures taken over

the course of 2007 to enhance its
competitive position are also set

out in this Regort.

I would like to thank my fellow
Board members for the ongoing
strategic direction, insight and
guidance they provide to the Group.

On 186 April 2008 two of our longest-
senving Directors, Mr Ang Kong Hua
and Mr Yasumasa Mizushima, will
retire from the Board. On behalf of all
shareholders, | thank them for their
contribution to NOL.

Finally, | wish to recognise all of our
staff for their hard wark over the year
and our management team for their
excellent stewardship of this company.
Thanks are alse due t6 our customers,
communities, bankers and business
partrers for their cngoing support.

And to our shareholders, your
continued commitment and interest
in NOL is greally appreciated.

YZAE N

Cheng Wal Keung
Chairman
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OUR BOARD

CHENG WAI KEUNG
Chairmarn

FREEDBERT MALT
Vice Chairman

ANG KONG HUA
Vice Chairman

THOMAS HELD
Executive Director
Group Presigent and CEC

Director

CONNAL RANKIN ROBERT HOLLAND
Director Director

CHRISTOPHER LAU
Director

TIMOTHY HARRIS
Director

PETER WAGNER
Director

BOBBY CHIN
Director

Biographies of Board members appear on page 42.
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OUR BUSINESSES

CONTAINER SHIPPING

TERMINALS

LOGISTICS

Key Customers

Range from multinational corporations
16 small and medium sized importers
and exporters

Key Operating Assets
127 vessel fleet at 28 Decernber 2007

Nature of Business

Global container shipping business
covering all major trade lanes, A
key facilitator of the strong growth
of intemational trade in the past
decade

Caore Services

More than 60 weeldy services and nearty
300 calls at more than 90 poris worldwide.
Dry and refrigerated cargo; hazardous
materials transport; special cargo solutions;
leading edge IT and e-commerce

Performance Indicators

EBIT Margin; Container volumes by trade;
Liner network capacity; Average utilisation;
Average revenue per FEU

2007 Performance Highlights

* Revenue 16% higher at US$E.65 billion
* EBIT of USH446 million, up 72%

¢ EBIT margin of 6.Y%

* 12% growth in container volumes

* Headhaul utilisation averaged 96%

Key Customers

Sister business APL, New World
Alliance partners and third party
shipping lines

Key Operating Assets
interests in nine facilities

Nature of Business

Container tarminal network with operations

at Los Angeles, Oakland, Seatlle and Dutch
Harbor in North America and Kachsiung,
Yokohama and Kobe in Asia plus rvestments
at Ho Chi Minh City and Laesm Chabang

Core Services

Safe/secure berthing and stevedoring
services; hintertand conneciivity.
transhipment/feeder senvices; state-of-
the-art container management sysisms,
latest operating technology

Performance Indicators

EBIT margin; Volume of lifts; Volume
distribution by customer category;
Average revenue per kit

2007 Performance Highlights

s Revenue 5% higher at USSE0S million
EBIT of US$33 milion, up 8%

+ EBIT margin of 15.3%

* Volume of 2.47 million lifts, up 2%

+ Average revenue per lift of US$247, up 2%

Key Customers
Automotivesindustrial, retall,
consumer goads and electronics/high
tech seciors

Key Operating Assets
2.3 milion square metres of warehouse space

Nature of Business

Provides inncvative intemational logistics
services that help customers move products
seamlessly, and with comolete visibility,

from multiple manufacturing ongins to
destinations worldwide

Core Services

Suppty chain design; consoldation

and deconsolidation; land transportation;
warehouse management; intematicnal and
domestic freight management; T application
and design

Performance Indicators

EBIT margin; Revenua distribution by
region; Revenue distribution by
customer segment

2007 Performance Highlights

+ Revenue 1% higher at LUS$1.32 hillion
EBIT of USES7 million, up 14%

+ EBIT margin of 4.3%

+ Intemational Services revenue up 18%
* Contact Logistics revenue 7% down

1 B A T
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growth. NOL achieved this objective and customers,
shareholders, employees and communities are
enjoying the benefits of a strong year.

CEO’'S MESSAGE

Financial Performance

In 2007, Group revenue rose 12%
to US$8.18 billion. EBIT Eamings
before Interest and Tax) increased by
53% to US$HE13 million, with Group
Net Profit up 44% 1o US$523 million.

These strong resuis reflect an
expansion in our overall container
capacity and our success in lifting

freight rates across our business lines.

They reflect our rigorous management
approach, in a year of major cost
pressures for our industry. Our
performance compares favourably
with our industry peers.

Over the course of the year, we
implemented some major growth
initiatives and expanded our business
with highly focused investments.

Business Unit Performance
Historically, we have managed the
Group through two busingsses -
Liner and Logistics. Early in 2008

we announced our decision to
regrganise the Group into three
principal business units — Container
Shipping, Terminals and Logistics.
These units are highly integrated in
their operations,

During the year, our APL Container
Shipping business continued to
perform at the top of the industry,
maintaining its strong market position
as it accelerated its growth. Qur new
APL Terminals business unit made

a solid contribution to the Group's
strong performance and investments
are being made to build its network,
The APL Logistics business enhanced
its reputation as an innovator, while
rediigning its business model to
emphasise proven senvice strengths.,
Here, we are aiming 1o be a high
quality, profitable player in our chosen
logistics spaces.

At the beginning of 2007, we outlined
four key areas on which we would

focus. These areas were profitable
growth, inngvation, cost leadership
and excellence in customer service.
We achigved strong outcomes in
each area.

Profitable Growth

In 2007, we demenstrated our
capacity to grow while operating

profitably and rewarding shareholders.

Our Group strategic direction was
recalibrated following the introduction
of a comprehensive new strategic
management process which takes
into account the interests of all
stakeholders. The result is that

we are implermenting & strategy

to operate three high-growth
businesses in a synergistic and
symbiotic way, with a view to
dniving significant and more rapid
growth in shareholder value.

The world has been witnessing an
escalation in global cargo mavement
on a previously unseen scale, with

Neptune Orient Lines Limited Annual Report 2007



Praforma Revenue is stated befare
inter-segment elimination and prepared
as if the Terminals unit of the Group
operated as a separate business with
charges at arm’s length. In practice,
terminal handling forms an integral
part of shipping.

76%
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Asia at its centre. For a company

A Year of Innovation

We have also launched new time-

definite products for Full Container
Load cargoes. Customer and
community focused actions such
as these keep us at the cutting
edge of the transport indusiry.

| like curs, with a desp understanding
of Asia, this is creating tremendous
opportunities. We strive {0 deliver
the growth in profitability and
margins that our shareholders
seek, while mesting our customers'
need for greater efficiency and
unit cost effectiveness.

This was a year in which cur company
again demonstrated its capacity to
innovate and this continuous focus

on innovation is evident in our strong
Group resulits. New thinking was
apparent in product, service, business
and environmental initiatives throughout
the year. In January, we released

our Vietnam White Paper, identifying
future challenges and opportunities

in that dynamic country. This project
followed past similar in-depth analyses
of China and India. In March, vessels
operating to the US West Coast were
converted to the use of cleaner-buming
low sulphur fugl. In May, we launched
the groundbreaking indialinx™
container rail freight sarvice.

Cost Leadership

Innovation and leadership exiend

to the way in which we manage our
costs. In each of cur businesses
we are aiming for cost leadership.
This means higher cost control
without affecting our high standards \
of customer service and using the
cost acdvantages that come from
growth and scale to drive efiiciency
and productivity. In 2007 we faced
significant cost pressures, but we
held G8A (general and administrative)
costs and liner costs per FEU,
excluding bunkers, flat, And with
effective bunker hedging and an
active program ¢f bunker cost
recoveries, we limited the impact

af higher fusl prices.

We have key strengths in

our operational excellence, a
global network of highly skilled
professionals and a robust
balance sheet. Qur people are
focused on generating shareholder
value and the pursit of market
leadership, with the uitimata

goal of being recognised as

the bast in our industry, While
Container Shipping is and wilt
remain aur care business, we are
driving for growth in our Terminals
and Logistics businesses, and
capitalising on the synergies that
exist between all three units.

In Jure, we introduced "cold-ironing”
for snips calling at California, allowing
our ships to use cleaner land-based
power while berthed. in November we
introduced “Ocean53™" the world's
largest ocean capable containers.

wii
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senvices along the value chain maxkes our company

a market leader. Our goal is to be the world's best in
ocean-based logistics.

CEQO'S MESSAGE, continued

As an industry leader, we must
also ensure that our [T systems
are state-oi-the-art. In 2007 we

began the process of remodeling
these systems. This project, termed
"BEMODEL" is a vital investrnentin

the future of our organisation.

Thiough a combination of

restructuring, outsourcing, contracts
renegotiation and cost control, we
achieved a significant reduction in
our run-the-business T costs over

the year. These have remained
relatively flat, despite significant
increases in business volume.

Excellence in Customer
Service

Great companies stand for
something, and we are known
for our high standards of sarvice
and reliability. Excellence in
customer service underpins our
business model — our reliable,
time-definite services and high
value-added products help

differentiate us from competitors.

An ongoirg priorty is the overhaul

of our intemal processes to ensure
we continue to improve service for
customers, reduce costs and create
new offerings that are unique to

our business,

Managing for Value

Taking an integrated approach,
managemert ams to generate
sustainable increases in shareholder
value and ensure that resources are
allocated on a value basis.

We use Economic Value Added
(EVA) as a central key parformance

measure far our Group. 1 is calculated

as net operating profit after tax minus
a charge for the opportunity cost of
the capital invested, which includes
the present value of future operating
lease commitments.

As we strive to mest market
demands, our retum must cover or
exceed our cost of capital invested,
i.e. our capital charge, which is
computed based on our weighted

-0 Neptune Orient Lines Limited Annual Report 2007

average cost of capital of 8.75%.

In 2007, we generaied EVA of
US$185 milion and achieved

a Retum on Capital Employed
(ROCE) of 18.4%. Our performance
reflected generally favourable market
conditions, our highly responsive
fleet deployment, focusad yield
mariagement, disciplined approach
to risk and stringent cost control.

Far our capital expenditure
allocation, we use capita! budgeting
measures to prioritise investments.
Qur goal is to focus our resources
on businesses in which we have
leading market and compatitive
positions. We also estimate market
and execution risks as part of our
strategic evaluation.

The Group continues to maintain a
policy of hedging bath its bunker
and foreign exchange exposures.

The Group delivered cash flow
of US$828 million for 2007 from
operating activities and had cash
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and cash equivalents of US$504
million on hand at 28 December
2007 NOL has in place committed
credit facilities, with maturities ranging
from 2008 to 2013, Lo ensure

there is sufficient liquidity 10 meet
operational and investment needs
and the flexiility to respond quickly to
market opportunities. Details are set
out at Notes 11, 26 and 36 to the
financial statements in the Group's
Annual Report (Supplemeant),

Focused on ‘The Box’

NOL operates a diverse, global
netwaork of assets in container
shipping, terminals and logistics
services. At the heart of all these
operations is the marine container,
or “the box". The moverment of
tha box, from factory to store, is
what our company is about.

Together, our Container Shipping,
Terminals and Logistics businesses
form a supply chain which we
control, and from which we derive
revenue. It is our ability to provide

refiable and time-definite services
along the valug chain that makes
our company a market leager. We
are growing our businesses around
this NOL value chain, enhancing
our capabiliies along a continuum
of services, with the geal of being
the world's best in ocean-based
logistics. Our growth is focused in
the area where we have a particular
competitive advantage - the interface
between ocean and land.

As supply chaing become

more complex, our “total value
chain” offering will give us strong
advantages, enabling the
delivery of seamless services
and overcoming choke points.

Custorners are the lifeblocd of our
company. Our success depends
on them continuing to choose us
as we work closely together 1o
create value and trust.

Talented stafl are central to our growth
aspirations, Each year, we carry out

detailed talent reviews and develop
comprehensive succession plans.
Indiividual development plans are in
place for high-potential staff and we
have world class human resources
systems tuned to our growth plans.

The 2007 financial year has been

an energetic, challenging and highly
rewarding one. As we look ahead to
our next growth phase, our people
can take pride in thelr efforts. We
have a highly capable management
group, led by our Group Executive
Team (shown below}, while our more
than 11,000 employees are ihe
foundation and spint of our Group.

| thank them all for their dedication
tG Our SUCCESS.

Jupeacas

Thomas Held
Group President and CEO

Neptune Orient Lines Limited Annual Report 2007




Business Reports

demonstrated industry leadership. It delivered a
strong operational and financial performance and
took a lead in addressing industry challenges.

Iy mn

CONTAINER SHIPPING

APL is & world-class liner shipping
business and NOL's chief eamings
driver. It has a strong market position
and trernendous growth potentia), APL
also provides the foundation for the
future development of cur Logistics
and Termingls units.

In an environment of escalating
operational costs, with fue! prices
at historic high levels and rising
land transportation costs, and with
the industry overall struggling to
remnain profitable, APL exceeded
expectations.

APL's sustained success is built
around a business model — with
its intense focus on yield, service
axcellence. high asset utilisation
and cost management — that is
an acknowledged benchmark for
optimising profitability across the
shipping cycle.

Performance

In 2007, APL's operational
performance and contribution to

Group eamings placed it in the upper
echglons of its sector.

Revenue for the year was US$6.65
hillion, up 16% over the prior year,
EBIT grew by 72% from USS260
milion to US$446 milion. An EBIT
margin of 6.7% was reported.

Over the course of the year, an
upward trend for freight rates
prevailed. This was reflected in
fourth-quarter average revenue
per FEU of US$2,865, 11% higher
than the same period in 2006.

Operationally, 2007 was a year
of records. Volumes reached an
all-time high of 2.4 milion FEU,
up 12% across all trades.

Rigorous cost management
undempinned APL's excellent
performance in 2007, despite the
very significant increase in bunker
fuel prices over the course of the
year. Excluding burker rises, APL's
costs per FEU remained flat,

12
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Growth

The Group has affirmed the strategic
need 10 increase the scale of its
Container Shipping business. This
will allow APL to cater for expected
strong global demand growth, while
maintaining the Group's clear focus
on profitability.

in 2007, we began an accelerated
organic growth phase for Container
Shipping and moved to expand our
fleet capacity.

For example, NOL made its biggest-
ever capital investment in ships by
commitiing more than US$1 bifion on
orders for eight 10,000 TEU (twenty-
foot equivalent unit} capacity vassels.
The ships will be among the fastest
and most environmentally advanced
in maring history when they enter the
Asia-Europe trade,

The invesiment in new ships is
closely aligned with growth initiatives
in our Terminals business unit. For
example, NOL was last year part of




2007 2006 % Change
Revenue (USS MIL} 6,653 5,744 16 ‘
EBITDA {US$ MIL} 659 463 42
EBIT (us$ MIL) 446 260 72 ‘
EBIT Margin (%) 8.7 4.5

the consortium which secured a
concession at the Port of Rotterdam’s
Maasvlakte 2 facility.

The Group also made major capital
outlays on new equipment during
the year, including more than 6,000
specialised refrigerated containers
(reefer) to cater for the fast growth
of our global reefer business. In
addition, we took delivery of mere
than 70,000 dry boxes.

Several new gervices were launched
and our existing portfolio was improved
across all trades. For example, the
burgeoning Indian market was betier
served with the enhancement of our
China India Express and India America
Express senices.

Moreover, with our New World
Alliance (NWA) partners we
announced a major upgrade of ship
capacity and enhanced port coverage
of the South China Express service.
The Alliance has begun 1o phase in
eight vessels with capacity ranging

from 8,100-8,500 TEU, of which
APL will be contributing four ships.

Innovation

Customer feedback and
challenging operating conditions
were the caialysts for a series of
inncvations in 2007.

APL launched the world's largest
ocean-capable shipping container,
branded “Ocean53™", The 53-foot
container has become fundamental
to domestic intermodal transportation
in the US since it was introduced by
APL in 1989, but laden 53s were
previously not strong enough for
ocean transits. Our strengthened
boxes allow more cargo to be
transparted directly from Asian
factories to US stores.

The new containers offer 60%

more capacity than standard 40-foot
containers. Major US retailers were
quick to recognise the advantages
of "big-box economics”. Ocean53™
also has a positive ervironmental

impact. The bigger boxes cut
down on cargo trans-loading
and the number of truck moves,
so traffic and exhaust emissions
are reduced.

With the launch of the ground-
breaking Suez Express (SZ2X)
senvice, APL delivered an answer
to the global ireight congestion
crisis. As container volumes grow
and the transport system becomes
overburdened, shippers are finding
it narder and harder to eliminate
variability from their supply chains.

The weekly service provides the
industry's fastest transit times from
Asia to the US East Coast through
the Suez Canal. Importantly, it
offers dependable access to

the US East Coast from multiple
Asian origins at a time when other
transport altematives are becoming
increasingly congested.

The US-flagged SZX has also
added significant value to APL's ‘
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Business Reports

our reputation for excellence, despite a challenging

operating environment,

s mm

CONTAINER SHIPPING, continued

US Govemment business, which
performed exceptionally well in
2007. In this segment, revenues
and volumes rose significantly.

Our US-flag businass received

a welcome bhoost ai the end of
2007 with the announcement

of an agreement to train US
maritime academy cadets aboard
our internationally flagged
containerships.

Trade Lane Overview

Robust demand was experienced
in each of APL's largest trade lanes
— the Transpacific, Intra-Asia and
Asia-Eurcpe.

Transpacific volumes rose by

14% year-on-year. Headhaul growth
in the trade was 5% compared to
1.6% in 2006. Soaring bunker costs
and challenging market conditions
led a number of Transpacific carriers
to withdraw capacity.

14

Moderating growth in eastbound
Transpacific traffic was compensated
for by robust growth in the Transpacific
westbound and expansion in other
trade lanes such as Intra-Asia and
Asia-Europe.

Asia-Europe volumes rose by 3%
year-on-year. The highlight for
this trade was the rate resicration
achieved over the year.

Intra-Asia continued its trend of rapid
growth driven by increased Asian
demand for Asia-made goods. APL's
Asia/Middle East volumes rose by
17% over the prior year.

Some two-thirds of global container
trade volumes originate or terminate
in Asia — with Intra-Asla now the
world's largest trade. We expect this
growth to continue, Qur company's
strength and expertise in Asia places
us at a considerable advantage,
which we will continue 1o leverage.

The performance of our Latin
America trade was solid. Volumes
arew, supported by several service
enhancements.

Challenging westbound conditions in
the Transatlantic, created by weaker
demand and overcapacity, were offset
by strong eastbound growth — fueled
by the softer US dollar, The effect of
these changes has been to make the
Transatlantic a balanced trade.

We continued 1o improve our
Transatlantic offering by, for example,
connecting the fast-growing Egypt
market with the US East Coast with
market-leading transit times.

Leadership

The container shipping industry
contirues to face major challenges.
APL has taken a leading role in
addressing industry issues including
transportation congestion in the US
and glabally.

Neptune Qrient Lines Limited Annual Report 2007
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A serious issue faced in 2007 was cost
inflation — particularty for fuel, which is
APL's single largest operating expense,
accounrting for more than 50% of the
cost of a ship voyage. The fuel issue
was felt most acutely in the Transpacific,
where coniracts have traditicnally not
contained bunker recovery measures.

APL was one of the few carriers to
rermain profitable in the Transpacific in
2007, Cecisive actions such as our
mova, along with cur NWA partners,

to reduce capacity sarlier than ever
before ahead of the slack winter season
ensured we managed costs effectively,
despite histarically high fuet prices.
Allied to the recuction of capacity,

APL continued to keep a tight focus
on varable costs. Disciplined bunker
hedging actions implemented at the
beginning of the contract year had a
positive impact.

We also decided, along with NWA
partners, 1o deploy more ships on

selected sarvices in the Asia-Europe
trade and 10 run them slower as an
important fuel-saving measure.

The members of the Transpacific
Stabilization Agreement, which APL
chairs, have called for rate increases
and {ull foating bunker charges

in Transpacific contracts. Eary
interactions with customers were
positive and caniers have shown a
strorng commitment to cost recovery.
A clear understanding of the financial
pressures our industry faces and

the need for lines to make adequate
returns, in order to maintain the service
levels thal customers demand and
to reinvest in assets to support
future growth, has been established.

Industry dynamics began 1o shift
somewhat in 2007 . Traditionally,
conditions have been driven by market
perceptions of supply and demand -
that is, if space was tight, rates went
up; if there was too much space,

rates fell. However, there are signs

that the cost environment and carriers'
increased focus on profiiabiity are
baginning o raduce the overwhelming
influence of perceived supply and
demand as the key industry befiwether.

APL's ability to cbviate the

more extreme fluctuations of

container shipping cyclicality — clearty
demonstrated over recent years -

will be challenged further in 2008 by

a possible slowing of the US economy
and a tougher cost landscape. Service
integrity will be challenged by growing
terminals and transport infrastructure
congestion, particutary in Eurcpe,

and by the trend toward slower

vessel speeds to reduce fuel costs.

However, {ollowing another very
successful year, our Container
Shipping business model and our
strength across the booming Asia
region sees us well placed 1o sustain
OUr SUCCess.
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business model. We aim to be the market leader

in this area.

O ==

TERMINALS

Qur decision to present our

container terminal operations &as a
separate revenue-generating business
unit — APL Terminals — will give our
stakeholders visibility of this essential
part of the NOL value chain. We
believe a Terminal Operator linked

to a Container Shipping line is a

highty competitive and sustainable
business model.

Our Container Shipping business,
APL, contributes around two-thirds
of Terminals' total volumes and in
the future we will strive to increase
the synergies between APL and
Terminals. At the same time, we will
stay focused on delivering excellent
services o our other customers,
including our alliance partners and
other third-party users. Terminals are
an increasingly important component
in our company's ability to deliver
reliable, ime-definite services and
assist in differentiating APL and our
other customers from the competition,

Going forward, we aim to increase
productivity, invest in technology

and equipment, and strive for cost
leadership. We also have invesiment
plans for our existing Terminals
network and new locaticns. We will
invest in strategic gateways and hubs
where customer dermand is greatest
and congestion is a threat.

Performance

In February 2008, NOL provided
proforma accolnts which detailed
financial and performance information
on our Terminals unit for the first
time. These showed the significance
of APL Terminals’ contribution to
NOL’s overall revenue and profit
performance in 2007. The proforma
information on Terminals, as shown
on page 17, has been prepared &as
if the Terminals unit of the Group
operates as a separate business
and charges are at arm'’s length. In
practice, terminal handling forms an
integral part of shipping.

16
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Termminals delivered revenue of
US$B0S milion — up 5% on the
prior year, EBITDA of US$113
millicn was up 9% on 2008. Qur
EBIT margin was 15.3%, which is
competitive with incustry peers.

Over the course of 2007, APL
Terminals made 2.47 milion
container lifts which, combined
with our share of throughput

from our terminal investments,
converts to mora than 4.5 million
TEU. This places us among the
world's top-ten terminal operators.
Average revenue per [ift over the
year was US$247,

Business Overview

While APL Termingls is a brand
new business unit, our Group

has over 30 years of experience
operating a network of world-class
terminal facilities, connecting Asian
origing with destinations across
North America.




2007 2006 % Change
Revenua (US$ MIL) 609 582 5
EBITDA (US$ MIL) 113 104 9
EBIT {Us% MIL) a3 85 9
EBIT Margin (%) 15.3 14.6

The team established to manage
APL Terminals has been drawn
from exdsting management talent.
The Termingls President reports (o
the Group CEQ and is a member
of NOL’s top leadership team, the
Group Executive Team. Additional
rescurces have been added

to the APL Terminals business
develepment team.

The APL Terminals value proposition
is buiit around secure berthing and
stevedoring services; hinterland
connectivity; transhipment/feeder
services, state-of-the-art container
management systems; and the
latest operating technology.

Strategic Footprint

In North America, our facilities are
locatad at Los Angeles, Cakland,
Seattle and Dutch Harbor, Our
Asian terminals are at Kaohsiung,
Taiwan and in Yokohama and
Kobe in Japan. In addition, we

o

have investments in facilities at Ho
Chi Minh City, Vietnam and Laem
Chabang, Thailand.

Our Terminals unit has benefited
greatly from a rich culture of
innovation, in 1997, we created the
world's first super-terminals on the
US West Coast. Global Gateway
North and South, in Seattle and
Los Anggles respectively, were the
largest and most efficient facilities
of their kind, with deep-water berths,
post-Panamax cranes, on-dock rail,
and sophisticated computerised
container tracking systems.

Glohal Gateway South remains the
jewel in our Terminals portfolio and
among the best and biggest terminals
in North America, with a throughput
of 1.8 milion TEWU per year,

Middle Harbor at the Port of Oakland
is strategically located along the
eastemn shore of San Francisce Say.,

and serves as another vital entry
point to the US West Coast.

Seatile’s Global Gatevsay North is
another important facilty located
in the Pacific Northwest — with

a particular focus on intermodal
operations.

Qur Dutch Harbor terminal in
Alaska is located at the heart of
the local fishing industry and has
a well-established niche serving
the shipment of reefer cargoes.

In Asia, our Kachsiung terminal is
one of our most important facilities.
it is a major transhipment hub with
utiisation levels among the highest
in our network.

We serve Japan through our
Yokohama and Kobe operations.
Yokohama is a natural deep sea
pert and the most highly utilised
facility in our portiolic. Kobe is a

s , A ;1&’———"”1
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existing terminal facilities and capitalise on
greenfield opportunities around the world.

O =

TERMINALS, conti

primary port of call for APL and its
New World Alliance partner camers.

In South East Asia, we have
investments in facilities at Laem
Chabang, which is Thailand's maost
maodem container port, and Ho Chi
Minh City.

Vietnam is among Asia's fastest-
growing economies and our association
with the couniry began more than

16 years ago. In 1998 NOL became
the major investor in the Vietnam
International Containar Terminal (VICT),
which was the country's first purpose-
built container handling facility, and this
ioresight is now being rewarded.

Growth Plans

Our Terminals expansion
plans are closely linked to the

nued

accelerated growth of our Container
Shipping business.

We anticipate double-digit revenue
growth in our Terminals business
over the next five vears.

This growth will be achieved

by Investing in existing terminals

and capitalising on greenfield
opportunities around the word.
Leveraging APL and third party
volumes enhances the ability to
secure terminal concessions.

Naw investments support our core
Cortainer Shipping business by
ensuring berth availability, productivity
and connectivity for future expansion.

We see development potential in
high growth regions such as Greater
China, India, South East Asia and
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the Middle East. There are also
opportunities to expand in more
established locations such as the
US East Coast and Europe.

In 2007, we began to initiate
strategic growth plans for our
Terminals. We were part of the
winning consortium for the hotly
contested Maasviakte 2 facility
at the Port of Rotterdam. When
completed, the 156-hectare
facility will have a capacity of
around four milion TEU. It wil
provide fast, flexible services on
a large scale and become the
hub of our European Container
Shipping operations.

Through additional investments
in Terminals we will further
differentiate our Container

R T RO
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Shipping unit by providing

land-side control at high
volume locations and thus help
customers navigate congestion
issues which damage the
efficiency of their global supply
chains.

Continued Innovation

While the outlook for our Terminals
business is bright, we do face
challenges that must be met with
innovative thinking.

For example, environmental issues
remain a significant factor in limiting
terminal expansion — particulary in
the US and Europe. As many are
waterfront, city-based operations,
container terminals are often
flanked By high value residential
developments. Conseguently,
noise and emissions levels

must be tightty controlled and any
expansion must meet stringent
environmenial guidelines.

During the year, we 00k measures
to reduce emissions at our US
terminals. These included the
introduction of low sulphur fugls
intc our container yard vehicles and
our vessels calling at US facilities.
We also exiensively tialled “cold-
ironing”. This is a process in which
a berthed ship uses a shore-based
power supply, rather than its own
generators. These initiatives are
discussed in the Erwironment
section of this Report at page 30.

APL has a deserved reputation
as an innovator and early adopter
of technology. Accordingly, APL
Terminals deploys scme of the
stevedoring industry's most

advanced technologies, including
Optical Character Recognition
{OCR), Radio Freguency
Identification (RFID) and Global
Positioning Systems (GPS), which
assist the real time locating of
individual containers and enhance
equipment wtilisation.

At anindustry level, the terminals
sector has enjoyed many years
of expansion, in {andem with
robust container shipping trade
growth. The future is also positive
as container shipping capacity

is set to far cutpace terminal
capacity growth, and the value

of terminals assets is now
well-recognised by the financial
community. These factors give
us confidence that APL Terminals’
contribution to shareholder value
will grow as we move forward.

Ly
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Logistics business is widely regarded as an innovative,
reliable and professional pariner.

~—)
~—
LOGISTICS

The globalisation of production

has created great opportunities

for logistics operators. It has also
created new challenges. Moving
products through longer and mere
complex supply chains requires
seamless handofifs, control over
choke points and complete visibility.

NOL meets these challenges

by leveraging the portfolic of
international value-added services
offered by our LLogistics business,
combined with our global network
of Container Shipping and Terminal
asseis. Withaut these synergies,
our cusiomers' products simply
would not flow seamilessly through
the supply chain.

Performance

At the beginning of 2007, we
introduced a Clear plan to realign
APL Logistics' business mods!
around its proven strengths at

origin and destination in areas
such as cargo consolidation and
warehouse management services
WMS). Good progress was made
in improving the contributions of
key Logistics business segments.

APL Logistics posted a solid
financial performance for the vear,
which was supperted by a stream
of service and product innovations
that were enthusiastically accepted
by the market.

2007 revenue for Logistics rose
year-on-vear to US$1.32 biltion.

EBIT of USE57 milion was up

14% on the prior year, with an EBIT
margin of 4.3%. The increase in EBIT
contribution was aided by successiul
cost management measures in the
Contract Logistics segment.

Revenue for Intemational Services
rose 18% compared with the prior

20
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year o reach US$518 million.
Contract Logistics revenug was
down 7%, reflecting reduced volumes
in this segment and the pruning of
selected, lower-yielding business.

In 2007, APL Logistics' core
customer segments continued

0 be automotive/industrial, reta,
consumer products and electronics.
The automotive/industrzal, retall and
consumer goods sectors contributed
34%, 23% and 20% of revenues
respectively,

Towards More Profitable
Growth

The realignment of our Logistics
business model has created a
platform to bulld a high-growth,
profitable business.

Across the world, we have identified
growth opportunities in key areas
where we have a competitive edge.




2007 2006 % Change
Revenue {USS MIL) 1,323 1,310 1
EBITDA {UsS MIL) 68 62 10
EBIT (US$ MIL) 57 50 14
EBIT Margin {%) 4.3 38

In origin senvices, we are

already a ‘eading global player

in cargo consclidation and we

are pursuing aggressive growth
globally in this sector. Here, we
have a particular focus on South
Asia and Greater China, the sourca
of literally thousands of international
supply chains.

In destination senvices, we arg
expanding our cargo deconsclidation
business in North America. This
segment is closely aligned with our
Container Shipping business. Our
Torrance deconsolidation facility

in California offers a significant
competitive advantage as it is located
just 20 minutes from our largest
marine terminal, Global Gateway
South, at the Port of Los Angeles.

Land transport also offers
considerable growth cpportunities.
In the US, we were the pioneers of

rail intermodalism in the fate 1970s.
We continue to lead in this area,
which cormbings the expertise of our

"Container Shipping and Logistics

units. In 2007, we replicaied our
US success in other geographies —
notably India. Our investment in the
APL Indialinx™ service exemplifies
this approach.

We see an opportunity to be a
global leader in WMS, and have
sharpened our focus in this area.
A new WMS management team
for the Americas was established
in 2007, overseeing over 2,000
amployees and 1.4 million square
metres of space throughout

the Americas.

We continued to grow our footprint

in the fast-growing Latin America
market - with the completion of a
state-of-the-art 42,000 square metre
warehouse campus in Chile. We also

advanced plans to expand WMS
capabilities in Greater China and India
where wa sacured lard to develop
Inland Container Depots (ICD) and
Container Freight Stations (CFS) to
serve our growing intermodal rail
business — Indialinx™.

APL Logistics is among a relatively
few genuine providers of global,
integrated supply chain solutions.
This puts Us in a unigque position

o work with global multinaticnal
caorporations, adding great value

to their supply chains by reducing
complexity and cost. A new Strategic
Accounts Managsment (SAM)
programme has been introduced to
better position Logistics to identify
and deliver value for large customers
with complex supply chains, In

2007, new business was secured
with global organisations such as
apparel manufacturer Hanesbrands,
UK retaller Marks & Spencer and the

R S
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the Tulliment of our customers' supply chain
needs.

L=

LOGISTICS, continued

Army & Air Force Exchange Service.
SAM will drive growth in these, and
other, valuable global accounts.

Pushing the Innovation
Agenda

Qur customers are faced with a
complex, costly and congested
supply chain environment, They need
a logistics service provider that raises
the bar of innovation and helps cut
through supply chain barriers (o their
success. In 2007, APL Logistics
introduced solutions that ensure
customers' products are delivered
efficiently to destinations all over

the world.

APL Logistics' key considerations
when designing new products
and services include spead to
market; delivery certainty; supply

chain control; flexibility; and cost
effectiveness.

QOur APL Indialinx™ container
rail freight service met all these
reguirements. Indialinx™ was
launched in the freight comidor
between New Dehi and Mumbai.
It represented & strategic integration

of our Container Shipping and
Logistics capabililies. it meant that

for the first time, Indian importers and
exporters had access to world-class
intermodal operations, which were
highly coordinated with our Container
Shipping schedules. To our customers,
Indialink™ means faster and simpler
supply chain fulfiment. The service

has exceeded expactations. In its

first six months, it achieved a utlisation
rate of 86%. It had also achieved
profitability by the end of the year.
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IndiaLinx™ will be an important
contributor to our growth in South
Asia in 2008. Roling stock, ICDs
and CFS investments are planned.
There are also plans to introduce
saveral new routes,

In its first full year of operations,
OceanGGuaranteed™, our time-
definite ocean-truck sesvice for

less than container load {LCL)
shipments, achieved close 1o 100%
reliability. in Novermber, the key north
China port of Qingdao became the
eighth Asian origin to be added 1o the
CeeanGuaranteed™ schedule,

The success of the LCL product
was the catalyst for APL Logistics
to break more new ground with
the launch of the industry's first
full container load (FCL), time-
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definite service, APL Guaranteed™
Continental. It provides refief from
delays that can hamper supply
chaing in an era of strong global
trade growth.

APL Guaranteed™ Continertal
connects the Asian poris of
Shanghai, Hong Kong, Chiwan,
and Yantian with any US destination
within the 48 contiguous states.

APL Guaranteed™ Continental is

a powerful combination of NOL's
Logistics, Terminal and Container
Shipping capabilittes. For example,
expedited inland truck transport
enables shippers to avoid transit
variability common to intermodal rall
networks. The service also offers
guaranteed vessel space and
ansures pricrity handling at container

terminals, even during the peak
shipping pericds.

Importantly, the new senice can
also help reduce the environmental
impact of global freight ransport,
especially when compared to
airfreight. According 1o our analysis,
a Hong Kong-to-Indianapolis transit
using APL Guaranteed™ Continental
results in about 300 kilograms of
carbon dioxide emissions per
metric ton of cargo moved, while
the same lransit using airfreignt
would generate more than 7,000
kilograms per metric ton.

Future Leadership

Logistics businesses are viewed
positively by the investment
community because they can
offer attractive returng without

requiring hign capital investment.
With a sharpened focus on its
strengths, our Logistics business has
tne potential to contribute even more
to the creation of shareholder value.

To achieve this, NOL will further
strengthen the links between our
Logistics activities and our core
Containgr Shipping senvices. This
will help set us further apart from our
competitors — particulany port-to-port
providers. As the challenges of
complexity, congestion and cost

become increasingty universal, importers
and exporters rely more on the experiise

of partners who can engure that their
global supply chaing run reliably from
arigin to destination. With its focused
service porifolio and pedigree of

innovation, APL Logistics is well placed

to capitalise on this market need.

1., '
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Asian advantage.

ASITA

Asia is at the heart of a frade boom
as significant as anything seen in
Eurcpe or North Armerica throughout
history. This expansion is being driven
by outscurced manufacturing and,
increasingly, by Asian consumption
of Asia-made products.

At an industry level, Intra-Asia is
now the single largest container
trade lane in the world. Our ARPL
unit grew its Intra-Asia business by
17% in 2007, These robust demand
conditions were accompanied by
average revenue per FEU growth

of 11%, driven by successful rate
resioration programmes.

Asia recorded 21% year-on-year

growth in logistics revenue and
contributed 23% of overall APL Logistics
revenues. We meet our customers'
Asian shipping and logistics needs
through three regions — Greater China,
South Asia and Asia/Middle East.

Greater China

Led by mainiand China, this reglon
also encompasses Hong Kong,
Macau and Taiwan. APL recently
celebrated its 140th anniversary
of doing business in China,

The nation of China lifted its 100
millionth container in 2007 and our
Group continued to make a major
contribution 10 that total with 46% of

our volumes originating or terminating

in Greater China. Qur order for eight
10,000 TEU capacity ships to be
deployed in Asia-Europe helps
ansure we wil play a major role in
China reaching the next 100 million.

While globalisation has delivered
opportunity, it has created more
complexity, cost and congestion in
the intemational supply chains that
touch China. In 2007, we deployad
additional innovative servicas 1o
help overcome these challenges,
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and extendead our CceanGuaranteed™
time-definite service.

We broke new ground with the launch of
our "Ocean53 ™" ocean-capable 53-foot
containers. These big hoxes are mads In
Southern Chira and have been deployed
in the Transpacific trade camying Chinese
products to US markets.

Asia/Middle East

Cur Asia/Middle East region covers
Japan, Korea, Ausiralia, the ASEAN
countrigs, tha Middle East and Africa.
As awhcle, the region posted strong
growlh across Container Shipging,
Terminals and Logistics.

We had a strong focus on Vietnam —
one of Asia's most high potential growth
markets — which acceded {o the World
Trade QOrganisation in January 2007,

In the same month, NOL became the
first Singaporean company 10 establish
a wholly-owned company to provide




.
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container transportation and logistics
services in Vietnam and announced

a significant expansicn of the VICT
terminal in which we are a substantial
shareholder. We also launched the third
in a trilogy of research on Asia's emerging
markets — "Vietnam Transportation and
Logistics: Challenges and Opportunities”.

Our 57X service connecting South

East Asia and South Asia with the US
East Coast via the Suez Canal was
launched, targeting customers from
arange of business sectors witha
common need for fast and refiable supply
chain fulfilment. Indonesia is the largest
contributar to the SZ2X and APL Logistics
has shown leadership in the country,
where we were named Frost & Sullivan's
best Fast-Moving Consumer Goods
logistics provider — for the second year,

APL Philippines celebrated its 90th
anniversary in 2007 and also opened
a new resfer centre, complemented by

B
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anew senvice — the Mindanao Express
— to ¢ater for the increased global
demand for Philippines fresh produce.

The Middle East is a major import-
export centre. We have been in the
region for more than 30 years. Our
revenues have grown by 200% in
the past decade. We continued

to build our presence in 2007 with
the establishment of wholly-owned
offices in Bahrain and Egypt.

South Asia

Qur South Asia regicn encompasses
Indlia, Pakistan, Sri Lanka, Bangladesh,
Afghanistan and Nepal.

India is at the heart of South Asia's
emergence. The "Made in India” label
is increasingly common on a wide
range of products. India’s growing
middle ¢lass is also increasing demand
for demestic and imported goods.
However, the country’s transportation

infrastructure is @ major inhibitor of the
flow of products along supply chains.

This market need and our pedigree
as the pionesr of rail freight services in
North America drove the development
of APL Indialinx™, our successiul
container rail freight service.

In October, we became India’s
first private sector operator to run
dedicated weekly reefer trains,

We consolidated our leadership

in other markats. In Sri Lanka, we
recorded high double digit growth
in both revenues and volumes.

Qur achievements were recognised
for the second successive year by
Sri Lanka's prestigious Institute of
Chartered Shipbrokers.

Burgeoning trade between China
and India saw us launch the China
India Exprass {CIX) service.
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relauonsnips actross «ey aestinguon Imarkets
in the Americas and Europe is a key factor in
OUr SUCCeSS.
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AMERICAS

In the Americas, we improved
senvice performance in Container
Shipping, Logistics and Terminals,
while managing our costs effectively.
We also established environmenital
leadership by undertaking a series
of initiatives that reduce the carbon
footprint of our gperations.

Key Trade Lanes

In the key Transpacific trade between
Asia and the US, APL was cne of just
a few companies to sustain profitabifity
despite significant cost pressures -
particutarly for fuel,

Transpacific volume growth was

in double digits in 2007, despite
concems ovar the US economy
arising from the weaker housing
market and sub-prime issues. A softer
US dollar and utilisatior: improvements
drove significant increases in
westbound volumes and revenues.

The Asia-US route continued to
be a driver of innovation, with

the launch of the world's largest
ocean-going container, *Ocean53™",
We also enhanced APL Logistics’
OceanGuaranteeds™ service, which
reported outstanding on-time
delivery performance and strong
volumne growth.

The Suez Express and Savannah
Express, two new all-water shigping
senvices to the US East Coast,
contributed to strong growth in
eastbound volumies,

We continued to enhance our
capability to manage the increasingly
sophisticated supply chain needs of
our Latin American customers. Thig
included the exiension of weekly port
coverage to new ports and expansion
of logistics services such as vendor
management, purchase order
management, cargo consolidation
and warehousing.

High demand for Latin American
fresh produce came from Europe, the
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Middle East and Ingia, as well as the
traditional US West Coast market.

Securing Strategic Business
Volumes and revenues from our US
Government-related business grew
significantly and, in July, we became
the tead logistics provider for the Amy
& Air Force Exchange Service.

We enhanced the management

and resourcing of our warehousing
unit in our pursult of new business
cpportunities and, ultimatety, of
market leadership in this sector. We
also continued to build our position in
MNerth American automaotive logistics.

Gearing for Growth

Excellent progress was made

on the renovation of our key Middle
Herbor Terminal at the Port of
Oakland. We continue to enhance
our strategic North American
Terminals network, as we work to
provide our customers with improved
US gateway options.




EUROPE

In 2007, Eurcpe’s economic
tumaround fueled strong demand

for Asla-made products which in

tun increased demand for our
senvices. To serve this market need,
we launched new Container Shipping
services, streamlined our Logistics
operations, and improved processes
and customer sarvice,

Key Trade Lanes

We recorded 5% year-on-year volume
growih in the shipping trades touching
Europe. Our South China Express
senvice to Northem Europe was
upgraded with a West Mediterranean
servica added. Demand was high
throughout the year but capacity
constraints meant that our Asia-Europe
volumes grew by a relatively modest 3%.

QOur focus in 2007 was on optimising
yield and cargo mix as well as
successiul rate restoration.

We made commitments with Korgan
shipyards to build eight 10,000 TEU

vessels, which will be deployed in
the Asia-Europe trade. These ships
reprasent our Group's largest-ever
investment in new vessels.

Our Transatlantic trade was balanced
in 2007, with every 10 FEUs shipped
westbound matched by the same
number in the eastbound direction.
We made further enhancements o
our Transatlantic services, introducing
links to Israel, Lebancn and Egypt
through the direct calls of our India
America Express service.

Emerging Markets

Longer, more complex and costly
supply chains are seeing the
emergence of Eastern Eurcpe,

Turkey and North Africa as altemative
manufacturing markets. We responded
by introducing new services such

as the East-Mediterranean/Black

Sea Express.

Turkey is an increasingly straiegic
markat for us and our new 12,000

square metre consolidation facility in
istanbul was highly utilised throughout
the year. Key customers whose supply
chains touch Turkey include leading
global retailer Marks & Spencer (MRS).
APL Logistics’ work with M&S was
recognised with an award from the
respected Chartered Institute of
Logistics and Transport.

Elsewhere, we planned the supply
chain network o serve computer
giant Dell's new just-in-time
production facility in £&dz, Poland's
secony largest city.

Terminals

A highlight of our year was being
part of the successful consortium
which bid for the coveted Maasviakie
2 facility &t the Port of Rotterdam.
When operational, it will be our main
European gateway and have high
strategic importance globally. Allied
to planned new ships, this sets us
on an expansion path in the vital
Furopean market.
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Qur position as an industry leader
makes us an emplayer of chaice,
able to attract and retain the best
people at all levels of the organisation.

NOL's commiiment to growth is
creating varied intemational career
opportunities for our employees. Qur
pricrity is to help them exploit these
opporiunities by developing appropriate
skill sets and competencies.

Effective talent managament, the
process of identifying and grooming

I T

With & presence in more than 55
countries, NOL is a truly global
enterprise. Qur world-class senvices
are delivered by a diverse wordorce
of more than 11,000 people to an
equally varied customer base.

We draw strength from this diversity
and seek out leaders and innovators
from many different cultures.

potential leadears for succassion in

key roles, is critical to our long-term
success. A key initiative in 2007 was
& root-and-branch talent review, which
included a company-wide succession
planning exercise.

We aim to provide our leaders,
and employees at all levels, with
career and personal development
opportunities. To achieve this, we
develop structured developmental
programs, on-the-job leaming,
overseas postings and job rotation.

In a fast-changing world, employee
diversity provides a competitive

edyge, allowing our Group i engage
rapidly with new markeis as they

arise. We fuse this with our company's
renowned spirit of innovation.

The richness of our employee mix is
clearty shown through groups such as
the seagoing cadets (pictured below)
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In 2007, we lzunched two lalent
pipeling initiatives - the [.eadership
Develcpment Program and the
Managemeant Development Program.
We also enhanced our central Intemet-
basad leaming resource, Global
Campus, which provides opportunities
for employees to take ownership of
their own education. Today, more
than 50 NOL ofiices have Global
Campus Leaming Centres.

Our ability to build winning teams is
& key factor in our success.

on the APL Pusan, which is
deploved in the Asia-Europe trade;,
our Guangzhou sales team in
Seuthem China {top right}; and

our Transpacific trade team, based
in Cakland, US {bottom right).

A global company such as NOL
offers an abundance of enriching
international career opportunities.




The ‘people factor' is central to
executing our strategic goals and
ensuring we can deliver on our promise
of growth. We are committed o

providing our pecple with appropriate
rewards and incentives for their efforts.

When NOL achieves market-leading
results — as it has for the past several
years — all employees are recognised.
Qur perormance-based compensation
approach is designed to closely
correlate company outcomes with
individual rewards. It means employees
are measured and rewarded based on
the achievernent of overall corporate,
business unit and individual objectives,

We have introduced measurement
techniques that allow us o compare
our performance with global best
practices. For example, leading
companies tend to hire internally for
around 60% of key roles. At NOL, It is
mare than 80%. This gives us added
confidence that we can resource the
growth of our business largety from our
existing talent.

We have had a close focus on making
sure the actions of our people are
aligned around cur Group strategy.
(Gaing forward, our corporate culture

will continue to be built around

inspiring our people to attain their
fullest potential and to contribute
to the Group's ongoing SUCCESS.

Neptune Orient Lines Limited Annual Report 2007
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Corporate
Responsibility

Our opjective: Clean seas and slue okies. VWe also
reach out o our communities, aiming to make a
positive impact on people’s lives

ENVIRONMENT

NOL Group takes environmenial
respongibility seriously and we
exercise great care in managing

the impact of our businesses.

We operate under sirict and
increasingly stringent environmental
standards. Qur customers and
communities actively sesek accuracy
and accountability in this area.
Comprehensive management
systems apply to our operations,
ensuring we comply with all relevant
regulations and voluntary codes.

Container shipping is the most
environmeantally sound way 1o move
large cargo volumes across the globe.
The average container ship emits

far Yess carbon dioxide per tonne of
cargo than plares, trucks or trains.
Steel ships and shipping containers
are amost 100% recyclable, while
developments in hull and propeller
design, water ballast management, fuel
composition, fuel cleaning technology
and marine paint are also helping to
minimise our cartbon footprint,

In 2007, our business units further
improved their environmenta!
performance with a number of initiztives.
APL became the first shipping company
1o convert all its vessels o the use

of low-sulphur fue! while cating at

poris in Los Angeles, Oakland and
Seattle. During the year, a number of
other innovations and technological
advances were introduced and

tested. These included “cold-ironing”
(powering berthed vesseals with cleaner
shoreside electricity) and testing of

fuel emulsification technology, which
could reduce nitrogen oxide gas
emissions by 20%.

APL was instrumental in World Shipping
Council suppert for a US Govenment
plan to reduce vessel emissions,

and was the first shipping line to be
accredited by the Lloyds Register Hull
Assessment Scheme, which aims

to intreduce far more rigorous hull
assessment and maintenance. As a
result, APL wan the prestigious John M.
Clguin Marine Environment Award.
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During the year, APL Logistics continued
its focus on reducing fuel consumption
and emissions by increasing supply
chain efficiency. In recegnition, we were
honoured to receive the SmartWay
Excellence Award from the US
Environment Protection Agency.

Emissian reduction programs in
place at our Terminal aperations now
see cleaner-burming biodiesel being
used in container handling equipment
on the US West Coast. We have also
replaced more than 300 ageing vard
tractors with environmentalty friendly
models (pictured below).

We have formed partnerships

with academic and govemment
organisations, inctuding environment
protection agencies and the California
Ajr Resources Board, 1o investigate
new methods of reducing environmental
impact. NOL Group will continue to
strive for environmental excellence,
helping ensure our seas remain

clean and our skies stay blue.




CASH

- ONE MILLAON ONLY

e th W u—-

COMMUNITIES

Through a structured approach 1o
community relations, NOL Group
seeks to build a sense of community
and make a positive impact on
people’s lives. Many of our employees
are active volunteers in their local
communities. Our Group supports

a range of charitable organisations,
programs and initiatives that cater to
diffarent social segments across the
Americas, Europe and Asia.

In the US, we helped the Alameda
County Community Food Bark with
financial assistance and volunteer
support. Oakland Children’s Hospital
also benefited from our donation
program. We supported Intematicnal
Trade education programs in Southem
California which help prepare financially
disadvantaged high school students
for careers in intemational trade.

Our Europe offices made a varisty

of contributions. For example, in

the UK, we helped the Children's
Safety Education Foundation in raising

safety awareness, while in Estonia,
wa supported fundraising efforts by
Tartu University's Chitdren Foundation.

We assisted the Cancer Institute

of Chennai, India and contributed

to flood relief in Bangladesh. In the
Middle East, we gave financial support
t0 a football tsam in a refuges camp
in Amman, Jordan and our emplovees
from Dubai and other offices
participated in the *Clean Up UAE"
campaign held simultaneously across
al seven emirates.

In Greater China, we endowed China-
Half the Sky, a non-profit organisation
that assists orphans in Guangdong
Province, and we helped the Yunnan
Hope project provide education support
for underprivileged youth. In Hua Lien,
Taiwan, we assisted the Fund for
Children and Family in giving meals to
disadvantaged children, while in Hong
Kong, we supported the Watchdog
Early Learning and Development Centre
— an early intervention and education

facility for developmentally delayed
children, In Indonesia, we gave aid

to Uplift Intemational, an organisation
working to improve the health and
nutrtion of undergrivileged families.
We also extendad our support for the
"Helmets for Kids” program in Vietnam,
which helps protect children and
educate them in road safety.

In Singapore, we run an extensive
program of community support. Ina
major year-end initiative, we donated
a total of S51 million to ten charities:
Boys’ Town Singapore, Canossaville
Children's Home, Care Comer Family
Senvice Gentre, Children’s Cancer
Foundation, Habitat for Humanity,
Minds Towner Gardens School,
Rainbow Centres, Spastic Children's
Association, the Student Advisary
Centre and Sailability Singapore. Our
support for Sailability's sailing program
for the disabled now extends over 8
years. With NOL's assistance, these
athletes (shown below) are now setiing
a course for the Beijing Paralympics.
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CORPORATE GOVERNANCE

The Board of Directors {“the Board”) is committed to ensuring that the highest standard of corporate governance is practised
throughout Neptune Orient Lines Limited (“NOL” or “the Company”} and its subsidiaries (collectively known as “the Group™).
This is fundamental to the discharge of its responsibilities to protect and enhance sharehclder value and to ensure transparency
in reporting the financial performance of the Group. In its support of the Code of Corporate Governance 2005 ("the Code”) as
annexed to the Listing Manual of the Singapore Exchange Securities Trading Limited ("SGX-ST"), the Board has established
various self-regulatory and monitoring mechanisms to ensure that effective corporate governance is practised.

Outlined below are the policies, processes and practices adopted by the Group in compliance with the principles and spirit of
the Code.

1. Board of Directors

Responsibilities
The Board's role is to oversee the management of the Group on behalf of all shareholders.

It delegates specific areas of responsibilities to six Board Committees (Nominating, Executive, Audit, Executive Resource
and Compensation, Enterprise Risk Management, and Approval Committees). These Committees have the authority to
examine particular issues and report back to the Board with their recommendations, where appropriate. The ultimate
responsibility for the final decision on all matters, however, rests with the entire Board.

Matters which are specifically reserved for decision of the full Board include those involving corporate plans and budgets,
materiai acquisitions and disposals of assets, corporate or financial restructuring, share issuances, dividends and other
returns to shareholders.

Major investments or expenditures, other than operational expenditures that are required in the normal course of business
and that are in line with the Board-approved Business Plan and Budget, are subject to the approva! of the Executive
Committee and/or the Board.

Board Composition

NOL currently has 13 Directors, 12 of whom (including the Chairman) are non-executive and 10 are independent.

The Chairman is independent except in relation to transactions involving the Temasek Group. Mr Simon Claude Israel and

Mr Tan Pheng Hock are non-independent. Collectively, the Directors contribute a range of relevant skills, including accounting,
legal, finance, human resource, business, management, industry knowledge, strategic planning and customer-based
experience or knowledge, to the global operations of the Group. Key information on the Directors can be found in the

“Board of Directors” section of the Annual Report.

As part of Board renewal, in the appointment of Directors process, the Nominating Committee considers the reguired mix
of skills and experience of the Board members, including the core competencies of each of the Non-Executive Directors.

To comply with the requirement in the Code that all Directors should submit themselves for re-nomination and re-election
at regular intervals, the Company’s Articles of Association provides for one-third of the Board, including the Group Chief
Executive Officer (“Group CEQ"), to retire at each AGM and, where applicable, to submit themselves for re-election.

Chairman and the Chief Executive Officer

The Chairman, Mr Cheng Wai Keung, chairs the Board and Executive Committee meetings. He guides the Board in its
discussion on significant issues. In addition, he guides the Management towards achieving the Group’s objectives.
The Group CEQ, Dr Thomas Held, is responsible for the business directions and operational decisions of the Group.
The Chairman and Group CEOQ are not related.

Directors' Training Needs

NOL conducts an orientation programme for new Board members to familiarise them with the Group’s businesses and
governance practices, including policies on discilosure of interests in securities, prohibitions on dealing in the Company’s
securities and restrictions on disclosure of price-sensitive information.
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Directors are at liberty to request further explanations, briefings or informal discussions on any aspect of the Group’s
operations or business issues from the Management.

The Company also arranges for its Board members to be kept abreast of developments in the shipping and logistics industry
through lunch talks and media updates. To keep pace with fast-changing laws, regulations and commercial risks,

Directors have an on-going budget to receive further relevant training of their choice in connection with their duties

as Directors. They are also given unrestricted access to professionals for consultations as and when they deem it

necessary at the expense of the Company.

Board Performance

The Board performance evaluation process involves questionnaires being sent out, on an annual basis, to the Non-Executive
Directors to secure their feedback on the effectiveness of the Board and each of its Committees as a whole.

From the comments of Board members, an executive summary is prepared and tabled for discussion by the Nominating
Committes. The salient points, including proposed course of action in response to the feedback, are subsequently tabled
for the Board's information.

Board’s Conduct of Its Affairs

The Board meets at least four times a year, with additional meetings convened as and when necessary. The Articles of
Association of the Company allows a Board meeting to be conducted by way of teleconference or video-conference.

During the financial year under review, the Board convened six meetings, which were fully attended except for three mestings
from which one member was absent.

The Chairman ensures that Board meetings are held as and when necessary. He approves the Board meeting agenda upon
consultation with the Group CEQ. The Chairman ensures that Board members are provided with adequate and timely
information. Management staff who are involved in the preparation of Board papers, or who can provide additional insight into
the matters to be discussed, are invited to present the papers or attend the Board meetings.

To address the competing time commitments of Directors, Board and Board Committee mesting dates are scheduled in
advance, before the beginning of each calendar year.

Board Committees

The Company has six Board Committees:

i) Nominating Committee

{i)  Executive Committee

fii}  Audit Committee

{iv)] Executive Resource and Compensation Committee
(v}  Enterprise Risk Management Committee

{vij  Approval Committee

i Nominating Committee (*NC”)
The members of the NC are Messrs Ang Kong Hua (Chairman}, Cheng Wai Keung and James Connal Scotland Rankin,
all of whom are Non-Executive and Independent Directors.,

The NC makes recommendations to the Board on all Board appointments and re-appointments. It also decides on the
appointments of the members of the various Board Committees and the independent status of each of the Directors.

During the financial year, the NC had twe meetings. Full attendance was recorded for the meetings.
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it.  Executive Committee {“Exco”)
The Exco comprises four Non-Executive Directors, Mr Cheng Wai Keung (Chairman), Dr Friedbert Malt,
Mr Ang Kong Hua and Mr Simon Claude Israel and one Executive Director (Dr Thomas Held). Mr Cheng
Is independent except in relation to transactions involving the Temasek Group, while Mr Israel is non-independent.

Six of the senior managerment staff have been co-opted to attend the Exco Meetings as Observers. They are

Mr Cedric Foo, Group Deputy President & Chief Financial Officer (“GDYP/CFO"), Mr Ronald Widdows, CEQ Liner,
Mr Brian Lutt, President Logistics, Ms Wu Choy Peng, Group Chief Information Officer, Mr Steve Schollaert,
President Terminals and Mr Goh Teik Poh, Group Chief Human Resources Officer.

The Exco is delegated with all the powers of the Board to conduct and supervise the business of the Group and

its staff. Its responsibilities include: providing overall strategic direction to the Management and guiding development
policies and strategies for the Group; reviewing and approving business transactions recormmended by Management
subject to a limit of US$100 million per transaction; reviewing and recommending major business transactions for the
Board'’s approval, wherever required; reviewing and monitoring the financial performance and progress of the Group;
and evaluating the performance and determining the employment terms and compensation package (salary, bonus,
share options, performance shares and benefits-in-kind) for the Executive Director.

Over and above the general functions described above, the Exco may from time to time be delegated powers by the
Board to oversee specific matters and/or projects.

The Exco held four meetings during the financial year and these were fully attended, except for one where a member
was absent.

iii. Audit Committee ("AC")

The AC consists of four Non-Executive Directors, all of whom are independent. Chaired by Mr Christopher Lau Loke
_ Sam, the other three members of the Committee are Mr Robert Holland, Jr, Mr Peter Wagner and Mr Bobby Chin
Yoke Choong.

The AC is authorised by the Board to investigate any activity within its terms of reference. It has unrestricted access
to information relating to the Group, to both the internal and external auditors, and to the Management and staff.

It has full discretion to invite any Director or executive officer to attend its meetings. It is also authorised by the Board
to obtain external legal or other independent professional advice as necessary and at the expense of the Group.

The AC’s duties include:

a) Reviewing with the external auditors the audit plan, the scope of the audits, the evaluation of the internal
accounting controls, the audit reports and any matters which the external auditors wish to discuss (in the
absence of Management, where necessary).

also supply a substantial velume of non-audit services to the Group, the AC keeps the nature and extent of such
services under review, seeking to balance the maintenance of objectivity and value for money.

:
b} Reviewing the cost-effectiveness and the independence and objectivity of the external auditors. Where the auditors
¢} Reviewing with the internal auditors the internal audit ptan, the scope and the results of internal audit proceduras,
and their evaluation of the overall internal contro! systems. The internal control systems include financial,
operational and compliance controls established by the Management. The AC ensures that reviews of the
effectiveness of the Group's internal controls are conducted. Such reviews can be carried out by the internal
auditors and/or public accountants, provided that where the public accountant is also the external auditor of
the Company, the AC should satisfy itself that the independence of the public accountant is not compromised
' by any other material relationship with the Group.

d) Reviewing the effectiveness of the Group’s internal audit function.
e} Reviewing the assistance given by the Group’s officers to the auditors.

fy  Reviewing significant financial reporting issues and judgements to ensure the integrity of the financial
statements of the Group and any formal announcements relating to the Group's financial performance.
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g) Reviewing the Group's quarterly and year-end financial staternents prior to submission to the Board and/or release
to SGX-3T, focusing on:
- going concern assumption
- compliance with accounting standards and regulatory requirements
- any changes in accounting policies and practices
- significant issues arising from the quarterly review and year-end audit
- major judgmental areas.

Procedures are in place to ensure that financial information relating to the Group’s operations are not false or
misleading in order to increase the assurance level of the AC in its review of the quarterly financial statements.
In addition, the Company has obtained negative assurance confirmation from its various key business and
operational/functional heads within the Organisation/Group that nothing has come to their attention that would
render the quarterly financial results to be false or misleading.

h} Reviewing arrangements by which staff of the Group may, in confidence, raise concerns about possible
improprieties in matters of financial reporting or other matters. The AC ensures that arrangements are in place
for the independent investigation of such matters and for appropriate follow-up action.

To allow staff to raise concerns about improprieties, the Company has in place a whistle-blowing hotline managed
by the Company’s Internal Audit Department.

i)y  Making recommendations to the Board on the appointment, re-appointment and removal of the external auditors,
and approving the remuneration and terms of engagement of the external auditors.

) Meeting with the external auditors, and with the internal auditors, without the presence of the Management,
at least annually.

k} Monitoring Interested Person Transactions and conflict of interest situations that may arise within the Group
including any transaction, procedure or course of action that raises questions on management's integrity. The AC
is also required to ensure that Directors report such transactions gquarterly via SGX-ST quarterly announcements
and annually to shareholders via the Annual Report.

) tndertaking any other functions agreed by the AC and the Board.

The AC has nominated Ernst & Young for re-appointment as auditors of the Company at the forthcoming Annual
General Meeting ("AGM").

| The AC conducts an annual review of the independence and objectivity of Ernst & Young, the Group’s external auditors.
For the financial year ended 28 December 2007, the AC undertook a review of the volume of non-audit services provided
by the external auditors to assess whether the nature and extent of those services might prejudice the independence
and objectivity of the auditors. The AC was satisfied that such services did not affect the independence of the external

. auditors. The AC also reviewed the cost-effectiveness of the audit conducted by the external auditors.

The AC convened four meetings during the financial year with full attendance from all members. The attendees at
these meetings included the Group CEC, GDYP/CFO, Vice President of Group Finance, Group Internal Auditor and
external auditors, where required. |

Internal Audit (*IA")

The {A's functions include assisting the AC and the Board in the evaluation of the internal controls, financial and
accounting matters, compliance, business and financial risk management. The A reports directly to the Chairman
of the AC on audit matters, and to the Group CEO on administrative matters.

The AC reviews IA’s reports on a quarterly basis. The AC also reviews and approves the annual {A plan and resources.
The AC is satisfied that 1A has adequate resources to perform its functions, and has appropriate standing within
the Group.
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iv. Executive Resource and Compensation Committee ("ERCC")
The ERCC performs critical roles in support of sound Corporate Governance principles in the areas of Board
compensation and executive reward management.

In particular, it recommends to the Board a framework of remuneration for the Non-Executive Directors and members
of the senior executive team {except the Group CEQ).

It has responsibility to ensure that appropriate recruitment, development and succession planning programmes are
in place for the senior executives.

The ERCC is chaired by Mr James Connal Scotland Rankin. The other members are Mr Cheng Wai Keung,
Dr Friedbert Malt, Mr Yasumasa Mizushima, Mr Timothy Charles Harris and Mr Tan Pheng Hock. All members of the
ERCC are Non-Executive Directors and independent except for Mr Tan Pheng Hock who is non-independent.

In the delivery of its role, the principal responsibilities of the ERCC include:

* Endorsement of the reward philosophy, strategy and guiding principles relevant to NOL senior executives;
¢ Authorisation of all remuneration arrangements that involve the issuance of shares;

e Overall market positioning of the remuneration packages, individual base salaries and increases;

*  Benefit entitlements (including retirernent and pension arrangements);

*  Service contracts for senior executives;

* Recruitment speacifications and appointments;

*  Development assignments; and

¢ Succession criteria and candidates.

In framing the Group's remuneration policy, the ERCC receives advice from external consultants.

Four meetings were convened by the ERCC during the financial year. Two of the meetings had a member absent from
each meeting.

The remuneration for the Non-Executive Directors currently comprises directors’ fees.
NOL Executive Remuneration Policy

The NOL remuneration strategy and policy was designed to ensure a strong linkage between the Group’s performance
and individual reward elements. All policy matters on senior executive reward come under the purview of the ERCC.

For employees in the senior management group, their total annual remuneration is managed within a “total rewards”
framework. This rewards framework is benchmarked against the external market which includes the Group’s
competitive market for talent, worldwide. Pay surveys, conducted by external censultants, are used to verify that
the packages are competitively positioned.

Annual incentive bonuses are linked to the achievement of overall corporate, business unit and individual objectives.
Performance shares are awarded on the basis of meeting financial goals and key performance indicators.
Share options are awarded on the demonstration of leadership competencies.

By aggressively managing the fixed cost elements of remuneration, such as salaries and benefits, the Group retains
the necessary flexibility to stay competitive in a cyclical industry. This also enabtes NOL to adjust pay-at-risk
components (such as bonuses and share plans) to appropriately reward, motivate and retain the top talent that

it needs to drive success.

v.  Enterprise Risk Management Committee (“ERMC")
The ERMC was established for the purpose of guiding and providing direction on building up risk management
capability within the NOL Group. Chaired by Mr Robert Holland, Jr, the other members of the ERMC are
Messrs Christopher Lau Loke Sam, Timothy Charles Harris, Peter Wagner and Simon Claude Israel.

In 2007, the ERMC convened two meetings, which were fully attended.
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vi. Approval Committee
The Approval Committea was established to endorse operational and procedural matters such as the appointment of
proxies to attend Annual General Meetings in subsidiaries and associated companies within the Group, grant powers
of attorney relating to appointment of agents to handle the business operations of the Group, and to authorise the
affixing of the corporate seal.

The Committee currently consists of the Chairman and Group CEQ, whose approvals are sought by way of
resolutions-in-writing.

5. Communication with Shareholders

The Group values dialogue with its shareholders, investors, analysts and media. The Group CEQ and GDYP/CFO hold
briefings with the news media and analysts upon the announcement of the Group's second quarter and financial

year-end results to the SGX-ST. Presentations are made, as appropriate, to explain the Group’s strategy, performance and
major developments. To ensure a broad dissemination, the briefing is conducted through a live webcast and made available
to the public on the Group’s website at www.nol.com.sg. The materials used in the briefing are also made available to the
public on the Group's website and SGXNET. However, any information that may be regarded as undisclosed material
information about the Group will not be given, without it being announced through SGXNET first.

The Group has an investor relations team which communicates with its investors on a regular basis and attends to their
queries. All registered shareholders of the Company receive the Annual Report and Notices of General Meetings.
The Notices are also advertised in the newspaper and made available on the Group’s website: www.nol.com.sg.

While the Company's Articles currently provide for a limit of up to two proxies for each shareholder (inciuding nominee
companies), the Company has, in compliance with the spirit of the Code, allowed nominee companies to specify, in writing,
the names of the beneficial shareholders of the Company who are attending the Company’s General Meetings as observers.
However, only one vote per shareholder is counted where voting is conducted via a show of hands.

At each AGM, the Company presents the progress and performance of the business and encourages shareholders to
participate in the question and answer session. The Group CEC and the Chairmen of the NC, Exco, AC, ERCC and ERMC
and external auditors are available to respond to shareholders’ questions during the meeting.

Each item of business included in the Notice of the AGM is, where relevant, accompanied by an explanation of the effects
of the proposed resolution. Detailed information is incorporated in the Annual Report and annexes that were circulated to
shareholders together with the Notice of Meeting. Separate resolutions are proposed for substantially separate issues at
the meeting.

6. Dealings in Securities

‘The Group has adlopted internal codes in relation to the dealing of the Company's securities, The Company, its directors and
officers of the Group are prohibited from trading in the Company’s securities during the relevant blackout period prior to the
announcement of the Group's quarterly and full year results, in accordance with the guidelines set out by the SGX-ST. They

| are also required, at all times, to observe the insider trading rules outlined in the Securities and Futures Act and are not

| expected to deal with the securities on short-term considerations.

All securities transactions reported by Directors and any shares purchased by the Company are disclosed publicly within the
stipulated notice period, in accordance with the guidelines set out by the SGX-ST.

7. Interested Person Transactions

The Company has also put in place an internal procedure to track Interested Person Transactions (“IPTs"} of the Group.
The Corporate Finance Department is in charge of keeping a register of the Group's IPTs. All IPTs are disclosed in the
Company’s Annual Report.
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INTERESTED PERSON TRANSACTIONS

For the Financial Year Ended 28 December 2007

Aggregate value of all transactions conducted under a shareholders’ 2007 2006
mandate pursuant to Rule 920 of the SGX-ST Listing Manual us$000 US$'000
Transactions for the Purchase of Goods and Services
Keppel Shipyard Limited and its associates 3,249 13,044
Keppel Telecommunications & Transportation Ltd and its associates 557 650
PSA Corporation Limited and its associates 149,239 122,967
Sembcorp Marine Ltd and its associates 620 2,725
Singapore Petroleum Company Limited and its associates 10,465 24,252
Singapore Technologies Engineering Ltd and its associates - 72
Temasek Capital (Private) Limited and its associates - 72

Transactions for the Leasing-in of Assets

Sembcorp Marine Ltd and its associates 4,412 4,175
Transactions for the Sale of Goods and Services

Keppe! Shipyard Limited and its associates 70 -
Keppel Telecommunications & Transportation Ltd and its associates - 401
PSA Corporation Limited and its associates 243 2,078
SembCorp Marine Ltd and its associates 79 118
SembCorp Industries Ltd and its associates - 64
Singapore Food Industries Limited and its associates - 90

SNP Corporation Ltd and its associates 323 69

The above relates to cumulative value of transactions (inclusive of GST) more than $$100,000,
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ANALYSIS OF SHAREHOLDINGS
As at 3 larch 2008
Issued and Fully Paid-Up Capital {including Treasury Shares): $%$1,594,718,143
Issued and Fully Paid-Up Capital (excluding Treasury Shares). 5$$1,587,964,443
Number of Issued Shares {excluding Treasury Shares): 1,470,094,745
Number/Percentage of Treasury Shares: 1,452,717 {0.089%)
Class of Shares: QOrdinary Shares
Voting Rights {excluding Treasury Shares): One Vote Per Share
Number of % of Number of % of
Size of Shareholdings Shareholders Shareholders Shares Shares
1-999 358 2.79 135,754 0.01
1,000 - 16,000 11,296 88.00 34,859,606 2.36
10,001 - 1,000,000 1,160 9.04 46,158,128 3.14
1,000,001 & Above 22 017 1,389,141,257 94.49
Total 12,836 100.00 1,470,084,745 100.00
Number of % of
Breakdown of Shareholders Shares Shares
Local 1,106,127,199 75.24
Foreign 363,967,546 24.76
Number of % of
Top 20 Registered Shareholders as at 3 March 2008 Shares Shares
Lentor Investments Pte Ltd 585,192,970 39.81
Temasek Holdings (Private) Limited 383,465,362 26.08
DBS Nominees Pte Ltd 168,552,722 11.47
Citibank Nominees S’pore Pte Ltd 54,766,141 3.73
HSBC (Singapore) Nominees Pte Ltd 42,393,021 2.88
DBSN Services Pte Ltd 33,999,478 2.3
United Overseas Bank Nominees Pte Ltd 25,797,556 1.75
Startree Investments Pte Ltd 24,871,000 1.69
Raffles Nominees Pte Ltd 23,913,461 1.63
Morgan Stantey Asia (S'pore) Securities Pte Ltd 15,020,543 1.02
DB Nominees (S) Pte Ltd 8,053,584 0.55
Gan Teck Yeow Sdn Bhd 5,000,000 0.34
Merrill Lynch {S'pore) Pte Ltd 3,918,086 0.27
OCBC Nominees Singapore Pte Lid 2,283,050 0.16
Lo Kai Leong @ Loh Kai Leong 1,890,000 0.13
Cheok Soo Yew 1,699,000 0.12
UOB Kay Hian Pte Ltd 1,602,000 0.11
Kim Eng Securities Pte Ltd 1,488,022 0.10
Phillip Securities Pte Ltd 1,361,410 0.09
Mitsui and Co Ltd 1,355,100 0.09
Total 1,386,622,506 94.33
Direct Deemed
Substantial Shareholders Interest Interest
Temasek Holdings (Private) Limited 383,465,362 612,748,816
AXA SA. - 76,042,799

*  Temasek is deemed to be interested in the 612,748,816 Shares held by its associated companies and subsidiaries.

*  AXA S.A.is deemed 10 be interested in the 76,942,799 Shares held by its affiliates.

Shareholdings in the Hands of the Public

The percentage of shareholdings in the hands of the public is approximately 26.89% and hence the Company has complied with
Rule 723 of the SGX-ST Listing Manual, which states that an issuer must ensure that at least 10% of its equity securities is at all
times held by the public.
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BOARD OF DIRECTORS

Cheng Wai Keung, Chairman

Mr Cheng Wai Keung is Chairman of the NOI. Board and & Director of other Group subsidiary companies, including APL. He is
also Chairman of the NOL Board Executive Committee and Approval Committee and a member of its Nominating Committee and
Executive Resource and Compensation Committee. Mr Cheng is concurrently the Chairman and Managing Director of Wing Tai
Holdings Limited, and Vice Chairman of Singapore-Suzhou Township Development Pte Ltd. He also holds directorships in severat
public and private companies, both locally and overseas, including GP Batteries International Limited. Mr Cheng was awarded
Singapore’s Distinguished Service Order (DUBC-Darjah Utama Bakti Cemerlang) in August 2007, and has received other public
service medals including the Public Service Star (BBM) in 1987 and the Public Service Star (Bar} (BBM-Lintang) in 1897, awarded
by the Government of Singapore in recognition of service to the nation. He has been a Justice of Peace, appointed by the President
of Singapore, since 2000. Mr Cheng graduated with a Bachelor of Science degree from Indiana University and holds a Masters in
Business Administration from the University of Chicageo, USA.

Friedbert Malt, Vice Chairman

Dr Friedbert Malt is Vice Chairman of the NOL Board and a member of the NOL Board Executive Committee and the Executive
Resource and Compensation Committee. Dr Malt also serves on the Board of TUV Rheinland of North America, a global leader in
independent testing and assessment services. He is a director of the Central Europe and Russia Fund, Inc., the European Equity
Fund, Inc., and the New Germany Fund, Inc., all of which are listed on the New York Stock Exchange. He taught finance as a lecturer
at the University of Hamburg, Germany and has held various international responsibilities, including as a member of the Executive
Board of DG Bank {now DZ Bank AG} until the end of 2001. Dr Malt brings valuable insights and experience in intarnationa! finance to
NOL Group. He has served on many Supervisory Boards of various internationat financial institutions.

Ang Kong Hua, Vice Chairman

Mr Ang Kong Hua joined the NOL Board in 2003 as a Vice Chairman and is Chairman of the Nominating Committee and a member
of the NOL Board Executive Committee. He is Executive Director of NATSTEEL Ltd, a listed Singapore-based manufacturing group.
Before joining NATSTEEL in 1975, he was with Singapoere’s Economic Development Board and The Devetopment Bank of Singapore.
Mr Ang also serves on the Boards of DBS Bank Limited and the Government of Singapore Investment Corporation.

Thomas Held, Executive Director

Dr Thomas Held joined the NOL Board in November 2006 as Group President and Chief Executive Officer and a member of the NOL
: Board Executive Committes. Dr Held was previously CEO of Schenker AG, one of the world’s leading providers of integrated logistics
services, from January 2003 to January 2006. He joined Schenker in January 1937 and became a member of its Management

Board at that time. Prior to his appointment as Schenker’s CEQ, he served as its Chief Financial Officer and for a perioed of six years
was also its Chief Information Officer. From 1987 to 1996 he worked with automotive component supplier Robert Bosch GmbH in
Stuttgart, Germany. Dr Held graduated in economics and obtained a Ph.D at the University of Bonn in Germany.

Yasumasa Mizushima, Director

Mr Yasumasa Mizushima joined the NOL Board in 2002 after his retirement from the position of President and Chief Executive of
Sony Logistics, a global business with one of the most extensive supply chains in the world, Mr Mizushima is a member of the NOL
Board Executive Resource and Compensation Committee. He has more than 40 years' experience in building suppty chain networks
including establishing and heading Sony GmbH, Sony Corporation’s subsidiary in Germany. He retired from Sony Corporation in
June 2006 after completing terms as a Member of the Board and Executive Vice President and Corporate Advisor. He also holds
the positions of: Professor of the Tama Graduate School of Management and Information Sciences in Tokyo, Japan; the Managing
Director of its Institute of Supply Network Management and Strategy; Honorary Professor of the Universiti Tunku Abdul Rahman,
Malaysia; and Director of the International Association of Ports and Harbors Head Office Maintenance Foundation in Tokyo.

i James Connal Scotland Rankin, Director

| Banking and human resources specialist Mr Connal Rankin joined the NOL Board in 2002, He was appointed Chairman of the

| Executive Resource and Compensation Committee in June 2003 and is a member of the Nominating Committee. He also serves on

| the Board of Millennium & Copthorne Hotels plc. Mr Rankin retired from a 45-year career with HSBC Holdings plc at the end of 2005.
| During his career with HSBC he undertook numeraus internationat postings, including in Brunei, Australia, Canada, the Philippines,
Saudi Arabia and Hong Kong. He was a Group General Manager and CEO of HSBC Singapore from 1895 to 2000,

Robert Holland Jr, Director

US business consultant Mr Robert Holland, Jr joined the NOL Board in January 2004 as a member of the Audit Committee and was
appointed Chairman of the Enterprise Risk Management Committee in August 2005. Mr Holland is currently a General Partner and
Industry Specialist with private equity firm Williams Capital Partners. Previcusly, he was the sole owner and served as Chairman

and CEO of WorkPlace Integrators, one of the largest Steelcase office furniture dealerships in the United States. He was formerly
President and CEO of ice cream maker Ben & Jerry's and spent several years as a partner with McKinsey & Company. His current
directorships include Carver Federal Savings Bank, a community-based bank headquartered in Harlem, New York; printing solutions
company Lexmark international; and the world's largest quick-serve restaurant company, Yum! Brands Inc., which operates a
number of leading global food brands.
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Christopher Lau Loke Sam, Director

Senior Counsel and Chartered Arbitrator Mr Christopher Lau joined the NOL Board in May 2004 as a member of the Audit Commitiee
and was appointed to the Enterprise Risk Management Committee in 2005. He becarne Chairman of the Audit Committee in April
2006. Mr Lau is a former Judicial Commissicner of the Suprerme Court of Singapore and is currently a consultant with law firm Alban
Tay Mahtani & de Silva. He has more than 30 years' experience in maritime and commercial law and is a member of the Governing
Board cf the International Maritime Law Institute of the International Maritime Organisation. Mr Lau also serves as an arbitrator both
in Singapore and internationally, is an accredited arbitrator with the Singapore Institute of Arbitrators, Singapore Chamber of Maritime
Arbitration and a number of international arbitration organisations.

Timothy Charles Harris, Director

Mr Timathy Harris joined the NOL Board in 2005 as a Member of the Executive Resource and Compensation Committee and the
Enterprise Risk Management Committee. Mr Harris was appointed Chief Executive Officer of P&Q Nedlloyd Container Line Limited

in 1998, following the merger of P&0 Containers Limited and Nedlloyd Lines BV. He led the company until 2000. He also served on
the P&O Board from 1986, managing the company’s cruise interests as both Chairman and CEO. He was atso Chairman of Box Club,
the International Council of Containership Operators, from 1895 to 2000. Mr Harris was created a Commander of the British Empire
{CBE} in the United Kingdom’s 1996 New Year's Honours. His current appointments include chairing the marine services company,
James Fisher and Sons and leading ship broking firm, Clarkson.

Peter Wagner, Director

Mr Peter Wagner joined the NOL Board in 2005 as a member of the Audit Committee and the Enterprise Risk Management
Committee. Mr Wagner has held senior positions at logistics companies in Switzerland, Germany and the United States over the
past 25 years. He was on the Management Board for Deutsche Post AG from 1989 to 2001 where he oversaw worldwide logistics
activities. He was previously Chief Financial Officer (1989-1995) and Chief Executive Officer (1896-2001) of Panzas Holding AG,
Switzerland. Mr Wagner is a certified public accountant and has completed an Executive Program in Business Administration {EPBA)
from Columbia Business School, New York. Currently he is Vice Chairman of Wild Group Management AG, Zug, a member of the
Board of Directors of finance group Kaiser Ritter Partner Holding Anstalt, Vaduz and its subsidiary Kaiser Ritter Partner Privatbank
AG, Vaduz, and of 3i Infrastructure Ltd, a stock quoted company at the London Stock Exchange. Mr Wagner was formerly a member
of the Board {1994-2000) and Chairman {2001-2005) of Vontcbel Holding AG and Vontobel Bank AG, one of the leading private
banking groups in Switzerland.

Bobby Chin Yoke Choong, Director

Mr Bobby Chin joined the NOL Board in December 2006 as a Member of the Audit Committee. He was the managing partner of
KPMG Singapore from 1992 until his retirement in September 2005. Mr Chin is Chairman of the Singapore Totalisator Board and of
The Straits Trading Company Ltd. He is also a director of several listed companies, including Oversea-Chinese Banking Corporation
Ltd, Yeo Hiap Seng Ltd, Ho Bee Investment Ltd and AV Jennings Limited. Mr Chin serves on the Board of Trustees of the Singapore
Indian Development Asscciation and is a member of the Competition Commission of Singapore.

Simon Claude Israel, Director

Mr Simon Israel joined the NOL Board in December 2006 as a Member of the Enterprise Risk Managerment Committee. He was
appointad a member of the NOL Board Executive Committee in February 2007. He has been an Executive Director of Temasek
Holdings {Private) Limited, the Singapore-headquartered investment firm, since July 2006. Previously, Mr lsrael spent 10 years
as Chairman Asia Pacific of the Danone Group and as a member of that group’s Executive Committes. Prior to this, he worked
across the Asia Pacific region in a 22-year career with Sara Lee Corporation. Mr Israel chairs Asia Pacific Breweries Ltd, the Asia
Pacific Breweries Foundation and the Singapore Tourism Board, and is a director of Singapore Telecommunications Ltd and
Fraser and Neave Ltd. He also sits on the Business Advisory Board of the Lee Kong Chian School of Business at Singapore
Management University.

Tan Pheng Hock, Director

Mr Tan Pheng Hock joined the NOL Board in December 2006 as a Member of the Executive Resource and Compensation
Committee. Mr Tan has heen President and CEO of publicly listed Singapore Technologies Engineering Ltd since 2002. He is also

a director of SembCorp Marine Ltd, and is Chairman of the Board of Governors of Nanyang Polytechnic and Chairman of the
Singapore Workforce Davelopment Agency. Mr Tan began his career with the ST Group in 1981 as an engineer in its marine business
after graduating with first ¢lass honours in marine engineering from the University of Surrey, UK. He also holds a Master of Science
(Management) from Stanford University, USA.
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KEY EXECUTIVES

The following information covering NOL Group's Key Executives is provided as required by Rule 1207{4)(b}iii) of the SGX-ST Listing
Manual.

Group Executive Team*

Thomas Held, Group President and Chief Executive Officer
Details for Executive Director Thomas Held are provided on page 42 of this Annual Report.

Cedric Foo, Group Deputy President and Chief Financial Officer

Cedric Foo was appointed Group Deputy President in April 2005 and, additionally, Chief Financial Officer from January 2007. He
oversees NOL Group’s finance and corporate planning activities. Prior to ra-joining NOL in 2005, Mr Foo was Singapore's Minister

of State in the Ministry of Defence and the Ministry for National Development. He served as Senior Vice President at Singapore
Airlines from 2000 to 2002. Mr Foo previously worked at NOL from 1985 10 2000 and held various management positions. A Member
of Singapore’s Parliament since November 2001, Mr Foo serves as Chairman of the Public Accounts Committee and the Government
Parliamentary Committee for Transport. He is also Chairman of Singapore’s JTC Corporation, a leading provider of industrial space
solutions. Mr Foo holds a Bachelor of Science in Engineering {Naval Architecture and Marine Engineering) from the University of
Michigan and a Master of Science {Ocean Systems Management) from Massachusetts Institute of Technology.

Ron Widdeows, Chief Executive Officer, Liner

Ron Widdows was appointed CEO of Liner in January 2003. In this role he has responsibility for the commercial, financial and
operational activities of the APL container shipping organisation. In more than 25 years with APL, Mr Widdows has held a range of
senior management positions in the Americas and Asia. Prior to his current appointment, he was Executive Vice President, Global
Operations and Network and, praviously, Senior Vice President, Liner Operations and Senior Vice President, Americas Operations
and Logistics. He has over 35 years’ experience in the shipping industry. Mr Widdows is currently Chairman of the Transpacific
Stabilization Agreement industry grouping.

Brian Lutt, President, Logistics

Brian Lutt was appointed President of Logistics in October 2005 and is responsible for the commercial, financial and operational
activities of the NOL Group's logistics business globally. He joined APL in 1983 and has over 20 years’ experience in Asia. Mr Lutt
has held a range of senior management positions, including President, Asia/Middle East; President, Greater China and Senior Vice
President of APL’s Asia-Europe trade. Mr Lutt has also managed business units in South East and North Asia during his career,
holding senior management positions in Singapore, Thailand and Japan. He holds a Bachelor's degree in International Relations/
Palitical Economics from San Francisco State University.

Steve Schollaert, President, Terminals

Steve Schollaert has been President of Terminals since August 2007 and has responsibility for the NOL Group’s terminals business
globally. He has been with the NOL Group since 1889. Prior to his current appointment, Mr. Schollaert was Vice President of APL's
Asia-Europe trade from 2005 to 2007. He has held management positions across Asia, Europe and the Americas and has planning,
commercial, operations, logistics and intermodal experience. He holds a Bachelor of Civil Engineering from Purdue University and a
Master of Business Administration from Wharton Business School at the University of Pennsylvania.

Wu Choy Peng, Group Chief Information Officer

Wu Choy Peng joined the NOL Group as Group Chief Information Officer in July 2006. Her responsibilities include overseeing
strategy development, design and implementation of a broad range of information systems and processes and ensuring streamlined
and standardised day-to-day business processes for the Group’s customers warldwide. Ms Wu previously worked for 19 years with
the Singapore Government in a wide variety of IT management roles. Prior to joining NOL, Ms Wu was the Singapore Government’s
Chief Information Officer for six years, also halding the position of Deputy Chief Executive (Industry) of the Infocomm Development
Authority of Singapore. Ms Wu holds Bachelor of Science and Master of Science degrees from the University of Michigan, Ann Arbor.

Goh Teik Poh, Group Chief Human Resources Officer

Goh Teik Poh was appointed Group Chief Human Resources Officer in January 2008. He is responsible for all aspects of human
resource management across the NOL Group. Mr Goh has been with the NOL Group for 28 years and has held leadership roles in
operations, country management and corporate planning. In his previous role as APL’s Senior Vice President, Global Operations and
Network, Mr Goh was responsible for network planning, equipment management, security and the environment, technical services
and ship management. Mr Goh holds a Bachelor of Science from the University of Wales and a Master of Science from Northwestern
University.

All members of the Group Executive Team are based in NOL Group’s head office in Singapore.
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Regional Presidents

David Appleton, President, Europe, NOL Group

David Appleton was appointed President, Europe in 2004 and leads NOL Group's businesses and operations across the Europe
region and the former Soviet Union. Previously, he held senior roles in APL as President, Europe; Vice President, Sales and
Marketing, Europe; and Vice President, Transatlantic trade. Mr Appleton has more than 25 years' experience in the transport industry.
Prior to joining APL in 1999, he spent 12 years with Sea-Land Service where he held a variety of senior management positions in the
US, UK and Ireland and the former Soviet Union. Mr Appleton holds a Bachelor of Science (Honours) in Maritime Studies and is a
member of the Chartered Institute of Logistics and Transport. He is based in Uxbridge, UK.

John Bowe, President, Americas, NOL Group

John Bowe was appointed President, Americas in 2004 and teads NCL Group’s businesses and operations in the US, Canada
and Latin America. Mr Bowe joined APL in 1987 and has more than 30 years' experience in the shipping industry in a wide variety
of positions, including regional management, operations and network roles. He was Vice Presidant and Managing Director for APL
in Hong Kong and South China and has also served as Vice President, Liner Planning; Vice President, Worldwide Logistics; and
Managing Director, West Asia. Mr Bowe holds a Bachelor’s degree in Arts (Mathematics) from Hamilton Colfege in New York.

He is based in Oakland, California.

Kenneth Glenn, President, South Asia, NOL Group

Kenneth Glenn was appointed President, South Asia in August 2006 having previously been Senior Vice President, South Asia and
Managing Director India from Qctober 2005. He leads the NOL Group’s businesses and operations in India, Pakistan, Sri Lanka,
Banglaclesh, Nepal and Afghanistan. Mr Glenn was previously Senior Vice President of APL’s Asia-Europe liner trade. He joined

NOL in 2000 after 23 years with Sea-Land Service and CSX Lines during which he held a variety of senior management positions in
geographic and trade roles. Mr Glenn has over 30 years' experience in the shipping and maritime industry, during which he has lived
in the US, Hong Kong, UK, Russia and Singapore. He is based in Mumbai, India.

Jim McAdam, President, Asia/Middle East, NOL Group

Jim McAdam was appointed President, Asia/Middle East in September 2006 and leads NOL Group’s businesses and operations
across Japan, Korea, Australasia, the ASEAN countries and the Middle East. Previously he was Senior Vice President Business
Solutions, responsible for developing and implementing NOL’s global supply chain capabilities. He joined NOL in 1999 as Vice
President and Managing Director North Asia, based in Tokyo. Prior to that, he was Director International Operations with Menlo
Logistics. Mr McAdam previously worked with APL from 1884 to 1996, holding positions in Japan, Thailand and the US. He has more
than 20 years’ experience in the transportation and logistics industry, including more than 15 years of Asia-based assignments. He
holds a Bachelor's Degree in Finance from Michigan State University and a Masters Degree in Asian Political Economics from the
Universty of San Francisco. He is based in Singapore.

Daniel Ryan, President, Greater China, NOL Group

Daniel Ryan was appointed President, Greater China in August 2006 and leads NOL Group's businesses and operations in China,
Hong Kong, Talwan and Macau. Previously, from 2004, he held the role of Vice President and Managing Director Hong Kong and
South China. Mr Ryan began his career with the company in 1987 as a financial analyst and has served in a range of senior roles
including President, APL Logistics Europe; President, APL Middle East/Africa and Managing Director, Indonesia. He has a broad-
ranging background in sales and marketing and liner trade management, as well as business development and logistics planning,
and has lived and worked in Hong Kong, the US, Europe, Indonesia and Dubai as well as China. Mr Ryan holds a Bachelor's
degree ‘rom California State University, Sacramento and an MBA from the University of Notre Dame in Indiana. He is based in
Shanghai, China.

Neptune Orient Lines Limited (Incorporated in Singapore) and its Subsidiaries Annual Report 2007 45 \




DIRECTORS’ REMUNERATION

For the Financial Year Ended 28 December 2007

Remuneration for the Directors of the Company

Fixed Pay Variable Pay
Annual Base Annual Cash Equity

Fees Salary Bonus Incentives Benefits Total

Executive Director % % Ya % % %
Between US$2,700,000 to US$2,849,999

Thomas Held - 29 30 33 8 100

Fixed Pay Variable Pay
Annual Base Annual Cash Equity

—_ Fees Salary Bonus Incentives Benefits Total

Non-Executive Diractors uss uss uss uss Uss uss

Cheng Wai Keung (Chairman) 144,371 - - - - 144,371

Friedbert Malt (Vice Chairman) 152,318 - - - - 152318

Ang Kong Hua (Vice Chairman) 110,596 - - - - 110,596

Yasumasa Mizushima 72,848 - - - - 72,848

James Connal Scotland Rankin 109,272 - - - - 109,272

Robert Holland, Jr 123,841 - - - - 123,841

Christopher Lau Loke Sam 87,417 - - - - 8417

Timothy Charles Harris 102,649 - - - - 102,649

Peter Wagner 115,894 - - - - 115,894

Bobby Chin Yoke Choong 67,550 - - - - 67,550

Simon Claude Israel 67,985 - - - - 67,985

Tan Pheng Hock 58,940 - - - - 58,940

The total Directors’ Remuneration disclosed in the audited financial statements is computed based on the cost incurred by the Group
whereas the above remuneration for the Directors of the Company is derived based on the assumptions as detailed below:

1. Variable Pay includes Annual Cash Bonus and Equity incentives (Share Options and Performance Shares) that relates to
payments/awards for the performance year even though the actual compensation may be realised in different calendar years.

2. The value of Share Options is derived using the Trinomial valuation model, using the full contractual life as an input into the
model. The value of Performance Shares is derived based on the average closing share price of NOL shares over the five
trading days following the third day of the announcement of the Group's annual results for financial year 2007 (“FY2007").

3. Benefits (including housing and allowances) are based on cost to the Group.

4. Severance and redundancy costs are not included in Remuneration.

5. The fees for Non-Executive Directors {“NEDs”) comprise basic Board fee and Board Committes/attendance fees, subject

to shareholders' approval at the Company’s Annual General Meeting in April 2008. For financial year 2006, NEDs were also
granted Share Options pursuant to the NOL Share Option Plan while no Share Options were granted for FY2007.
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H
KEY EXECUTIVES' REMUNERATION
For the Financial Year Ended 28 December 2007
Remuneration Bands for the Top Five Key Management Staff who are not aiso Directors of the Company
Fixed Pay Variable Pay
Annual Base Annual Cash Equity Expatriate Other
For the Financial Year Salary Bonus Incentives Benefits Benefits Total
Ended 28 December 2007 % % % Yo % %
Between US$1,300,000 to US$1,449,999
Appleton, David 26 23 33 - 18 100
Between US$1,450,000 to US$1,599,999
Foo, Cedric 29 28 40 - 3 100
Between US$1,300,000 to US$1,449,999
Lutt, Brian 25 16 34 14 11 100
Between US$1,600,000 to US$1,749,999
Ryan, Daniel 16 14 22 40 8 100
Between US$1,750,000 to US$1,899,999
Widdows, Ronald 23 26 34 7 10 100

The total remuneration of key management personnal disclosed under the audited financial statements is computed based on
the cost incurred by the Group whereas the above remuneration bands for the Top Five Key Management Staff who are not also
Directars of the Company is derived based on the assumptions as detailed below:

1. Variable Pay includes Annua! Cash Bonus and Equity Incentives (Share Options and Performance Shares} that relates to
payments/awards for the performance year even though the actual compensation may be realised in different calendar years.

2. The value of Share Options is derived using the Trinomial valuation model, using the full contractuat life as an input into the
model. The value of Performance Shares is derived based on the average closing share price of NOL shares over the five
trading days following the third day of the announcement of the Group's annual results for financial year 2007.

3. Expatriate and Other Benefits are based on cost to the Group. Expatriate Benefits include tax equalisation, housing, cost
of living allowances, education benefits, etc. Tax equalisation costs are derived based on best estimates of taxable income,

' pending the final tax assessment.

| 4, Severance and redundancy costs are not included in Remuneration.
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Important Note

The summary financial statements as set out on pages 49 to 71 contain only a summary of the
information in the Directors’ report, a summary of the financial statements in the Company’s Annual
Repart (Supplement) and information required under Section 203A of the Singapore Companies Act, Cap
50 and regulations made thereunder, applicable to summary financial statements. They do not contain
sufficient information to allow for a full understanding of the results of the Group and the state of affairs
of the Company and the Group.

For further information, the full financial statements, the Auditors' report on those statements and
the Directors’ report in the Annual Report (Supplement) should be consulted. A CD-ROM version of the
Annual Report (Supplement) has been enclosed together with this Annual Report. Shareholders may

also reqguest for a hard copy of the Annual Report (Supplement) at no cost, Please use the Request Stip -[
available at the end of this Annual Report.
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SUMMARY DIRECTORS' REPORT

For the Financial Year Ended 28 December 2007

Directors

The Directors of the Company in office at the date of this report are;

Cheng Wai Keung {Chairman) |
Friedbert Malt (Vice Chairman)

Ang Kong Hua {Vice Chairman)

Thomas Held (Group President & Chief Executive Officer)

Yasumasa Mizushima

James Connal Scotland Rankin

Robert Holland, Jr ‘
Christopher Lau Loke Sam

Timeothy Chartes Harris

Peter Wagner

Bobby Chin Yoke Choong

Simon Claude lsrael

Tan Pheng Hock

Principal Activities

The principal activities of the Company are those of investment holding and the ownership and charter of shipping vessels, as well as
participation in ventures related to these activities and the principai activities of its subsidiaries.

The principal activities of the subsidiaries are:

0] investment holding and the ownership and charter of shipping vessels and other related assets;

ii} the provision of transportation services for containerised cargo in the global markets;

iiiy the provision of supply chain management, warehousing, distribution and customer logistics solutions (by way of a global
network of services spanning ocean, air and overland operations) to customers;

iv)  the operation of container terminals and provision of other related services;

v) participation in ventures related to the activities listed under (i), (i), (i) and (iv) above; and

vi) the provision of other related and complementary services including ship management, engineering and repairs to customers.

The Group also engages in other incidental activities such as the disposals of shipping vessels, containers and related assets as well
as non-core properties and assets from time to time.

|
| There have been no significant changes in the nature of these activities during the financial year,
' Arrangements to Enable Directors to Acquire Shares and Debentures

enable the Directors of the Company to acquire benefits by means of the acquisition of shares in, or debentures of, the Company or
any other body corporate, other than as disclosed under “Share Options and Performance Shares™ on pages 49 to 52.

‘ Neither at the end of nor at any time during the financial year was the Company a party to any arrangement whose object was to

. Share Options and Performance Shares

Share options under the NOL Share Option Plan (“NOL SOP”) are granted to Directors and employees of the Group. The exercise
price of the options is determined at the average closing market price of the shares for the three trading days immediately preceding
the grant date. Individual awards to employees take into consideration the job level, performance and ieadership potential of the
employee. Pursuant to the terms of the NOL SOP, share options will vest after a specified number of years from the grant date.

Performance shares under the NOL Performance Share Plan (*NOL PSP") are awarded to key executives conditional upon the Group
meeting or exceeding a prescribed financial target condition during the performance period, and also conditional on the participants
meeting their performance conditions. Pursuant to the terms of the NOL PSP, performance shares will vest after a specified number

of years from the end of the performance period.

The Executive Resource and Compensation Committee (“ERCC™) is responsible for administering the NOL SOP and NOL PSP. The
ERCC currently comprises of six Non-Executive Directors: James Connal Scotland Rankin (Chairman), Cheng Wai Keung, Friedbert
Malt, Yasumasa Mizushima, Timothy Charles Harris and Tan Pheng Hock.
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Share Options and Performance Shares (continued)

Details of options granted, exercised and cancelled under the NOL SOP during the financial year ended 28 December 2007 are

as follows:
Share Options {a) {b) (c) {d) {e) {f) Total
Date option granted 31412/08  31/12/04 13/3/06°  13/3/06°  12/3/07° 12/3407°

Exercise period

From 31/12/05 31/12/05 13/3/07 13/3/07 12/3/08 12/3/08
To 30/12/09 30/12/14 12/3/11 12/3/16 11/3/12 117317
— Exercise price per option s$208'  S$2.06" 3$2.20 5$2.20 5$3.32 §%3.32

Number of options outstanding as at
30 December 2006 641,000 12,340,000 581,000 20,782,000 - - 34,344,000

During the financial year

~ Options granted - - - - 384,000 6,907,000 7,291,000
— Options exercised (126.000) (7,609,500) - (3,975,963) - - (11,711,463)
- Options cancelled - (53,000) - (1,333,004} — {247,000} (1,633,004

Balance as at
28 December 2007 515,000 4,677,500 581,000 15,473,033 384,000 6,660,000 28,290,533

Directors’ Interests:

I 28 December 2007

— Cheng Wai Keung 129,000 - 126,000 - 90,000 - 345,000
- Friedbert Malt 64,000 - 63,000 - 45,000 - 172,000
- Ang Kong Hua 64,000 - 63,000 - 45,000 - 172,000
- Thomas Held - - - - - 48,000 48,000
- Yasumasa Mizushima 18,000 - 47,000 - 34,000 - 99,000
- James Connal Scotland Rankin - - 47,000 - 34,000 - 81,000
- Robert Holland, Jr 48,000 - 47,000 - 34,000 - 129,000
- Christopher Lau Loke Sam 48,000 - 47,000 - 34,000 - 129,000
= Timothy Charles Harris - - 47,000 - 34,000 - 81,000
- Peter Wagner - - 47.000 - 34,000 - 81,000

28 December 2006
- Cheng Wai Keung 129,000 - 126,000 - - - 255,000
- Friedbert Malt 64,000 - 63,000 - - - 127,000
- Ang Kong Hua 64,000 - 63,000 - - - 127,000
- Yasumasa Mizushima 48,000 - 47 000 - - - 95,000
- James Connal Scotland Rankin 48,000 - 47 000 - - - 95,000
— Rabert Holland, Jr 48,000 - 47,000 - - - 95,000
- Christopher Lau Loke Sam 48,000 - 47,000 - - - 95,000
- Timothy Charles Harris - - 47 000 - - - 47,000
— Peter Wagner - - 47,000 - - - 47,000

In accordance with the medified rules of the NOL SOP approved by shareholders at the Extraordinary General Meeting held on 3 January 2006 and
the advice of the independent financial advisor, the exercise price of the outstanding share options under the NOL SOP was reduced by $$0.92 to
$3%2.06 as a result of the capital reduction and cash distribution exercise.

From the date of grant, one-third of the share options granted have vested on 13 March 2007. One-third will vest on 13 March 2008 and

the remaining one-third will vest on 13 March 2009,

From the date of grant, one-third of the share options granted will each vest on 12 March 2008, 12 March 2009 and 12 March 2010.
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Details of options granted to the Directors of the Gompany under the NOL SOP up to 28 December 2007 are as follows:

Aggregate Aggregate

Granted in granted since exercised since
financial commencement of commencement of Aggregate
year ended the NOL SOP to the NOL SOP to outstanding as at
Name of Directors 28 December 2007 28 December 2007 28 December 2007 28 December 2007
Cheng Wat Keung 90,000 545,000 (200,000) 345,000
Friedbert Malt 45,000 272,000 {100,000) 172,000
Ang Kong Hua 45,000 212,000 {40,000) 172,000
Thomas Held 48,000 48,000 - 48,000
Yasumasa Mizushima 34,000 189,000 {90,000} 89,000
James Connal Scotland Rankin 34,000 189,000 {108,000} 81,000
Robert Holland, Jr 34,000 129,000 - 129,000
Christopher Lau Loke Sam 34,000 129,000 - 129,000
Timothy Charles Harris 34,000 81,000 - 81,000
Peter Wagner 34,000 81,000 - 81,000

The Directors' interests in the share options of the Company as at 18 January 2008 were the same as at 28 December 2007.

Pursuant to provisions of the Listing Manual of the Singapore Exchange Securities Trading Limited and the Singapore Companies
Act, in addition to information disclosed elsewhere in the report, it is reported that:

{i) Except as disclosed on page 50, no options were granted by the Company or any subsidiary during the financial year and
there were no other unissued shares under option at the end of the financial year.

i) Mo options were granted to controlling shareholders or their associates, or directors and employees of the parent group.
{il Mo employee has received 5% or more of the total number of options available under the NOL SOP.
{iv) Mo options have been granted at a discount during the financlal year.

During the financial year, the Company re-issued 123,666 (2006: Nil) treasury shares pursuant to the NOL SOP at exercise prices of
5$2.06 and $$2.20 (2006: $$Nil} per share, for share options granted on 31 December 2004 and 13 March 2006 respectively.

B
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Share Options and Performance Shares (continued)

Subject to the terms and conditions of the NOL PSP, the following table sets forth the number of performance shares awarded,
vested and cancelled during the financial year ended 28 December 2007:

Performance Shares (a) (b) (c) {d} Total

Performance period
From 27/12/03 01/03/05 31/12/05 30/12/06
To 31/12/04% 30/12/05° 29/12/06° 28/12/077

Number of shares outstanding

as at 30 December 2008 1,097,115 3,804,000 - - 5,001,115
—_— During the financial year
— Shares awarded - - 1,858,000 - 1,858,000
- Shares vested {548,556) {1,324,651) - - {1,873,207)
- Shares cancelled - (174,007) {27,000} - (201,001}
Balance as at 28 December 2007 548,559 2,405,348 1,831,000 - 4,784,907

Director’s interests:
28 December 2007
- Thornas Held - - 39,000 - 39,000

From the end of the periormance periad, one-third of the performance shares awarded have each vested on 2 January 2008, 2 January 2007
and 2 January 2008,

From the end of the perfornance period, one-third of the perfermance shares awarded have vested on 2 January 2007 and one-third have vested
on 2 January 2008. The remaining one-third will vest on 2 January 2009.

From the end of the performance period, one-third of the performance shares awarded have vested on 2 January 2008, One-third will vest on
2 January 2009 and the rernaining one-third will vest on 2 January 2010.

Performance shares for the performance peried 30 December 2006 10 28 December 2007 will be awarded in 2008 after the annguncement of
the financial year 2007 annual results, upon review and approval by the ERCC.

Details of performance shares awarded to a Director of the Company under the NOL PSP up to 28 December 2007 are as follows:

Aggregate Aggregate
Awarded in awarded since vested since Aggregate
financial commencement of commencement of outstanding
year ended the NOL PSP to the NOL PSP to as at
Name of Director 28 December 2007 28 December 2007 28 December 2007 28 December 2007
Thomas Held 39,000 39,000 - 39,000
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Directors’ Interests in Shares or Debentures

According to the register of Directors’ shareholdings, none of the Directors holding office at the end of the financial year had any
interest in the share capital or debentures of the Company except as follows:

Ordinary shares

Holdings registered in Holdings in which a Director

name of Director or nominee is deemed to have an interest

At 28/12/07 At 30/12/06 At 28/12/07 At 30/12/06

Cheng Wai Keung 1,250,000 1,250,000 - -
Friedbert Malt 40,000 40,000 - -
Ang Kong Hua 40,000 40,000 - -
Yasumasa Mizushima 30,000 - - -
James Connal Scotland Rankin 108,000 60,000 - -
Robert Holland, Jr 100,000 27,000 - -
Peter Wagner 30,000 30,000 - -
Bobby Chin Yoke Choong - - 16,851 16,851

Details of the Directors’ interests in the share options granted under the NOL SOP and performance shares awarded under the NOL
PSP have been separately disclosed under “Share Options and Performance Shares” on pages 49 to 52.

The Directors’ interests in the share capital of the Company as at 18 January 2008 were the same as at 28 December 2007 except for
Thomas Held, whase holding registered in his own name was 13,000 shares as at 18 January 2008.

According to the register of Directors' shareholdings, none of the Directors holding office at the end of the financial year had any
interest in the share capital or debentures of related corporations except as follows:

Holdings registered in Holdings in which a Director
name of Director or nominee is deemed to have an interest
At 28/12/07 At 30/12/06 At 28/12/07 At 30/12/06
| Chartered Semiconductor Manufacturing Ltd

Ordinary shares

Tan Pheng Hock 7,000 7,000 - -
Singapore Airlines Limited

Ordinary shares
Cheng Wai Keung - - - 20,000
Simon Claude Israel 9,500 9,500 - -
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Directors’ Interests in Shares or Debentures (continued)

Holdings registered in Holdings in which a Director
name of Director or nominee is deemed to have an interest

At 28/12/07 At 30/12/06 At 28/12/07 At 30/12/06

Singapore Technologies Engineering Ltd
Ordinary shares
Tan Pheng Hock 578,364 173,364 - -

Options to subscribe for ordinary shares
Tan Pheng Hock i
- Exercisable at $$1.29 per share
between 8/8/00 to 7/8/08 - 5,000 - - ‘
~ Exercisable at 5$1.418 per share j
between 10/2/01 to 9/2/09 - 400,000 - -
— Exercisable at $$2.00 per share
between 11/8/01 to 10/8/09 5,000 5,000 - -
- Exercisable at $52.26 per share
between 10/2/02 to 9/2/10 400,000 400,000 - -
- Exercisable at $$2.72 per share
between 20/2/02 to 19/2/11 225,000 225,000 - -
- Exercisable at $$2.68 per share
between 11/8/02 to 10/8/11 227,500 227,500 - -
- Exercisable at $32.29 per share
between 8/2/03 to 7/2/12 175,000 175,000 - -
— Exercisable at $$1.92 per share
between 13/8/03 to 12/8/12 175,000 175,000 - -
IR - Exercisable at $$1.79 per share
between 7/2/04 to 6/2/13 200,000 200,000 - -
— Exercisable at 5$1.86 per share
between 12/8/04 to 11/8/13 200,000 200,000 - -
- Exercisable at $$2.09 per share
between 10/2/05 to 9/2/14 200,000 200,000 - -
— Exercisable at $$2.12 per share
between 11/8/05 to 10/8/14 200,000 200,000 - -
— Exercisable at $$2.37 per share
between 8/2/06 to 7/2/15 200,000 200,000 - -
- Exercisable at $$2.57 per share
between 11/8/06 to 10/8/15 200,000 200,000 - -
- Exercisable at $$3.01 per share |
between 10/2/07 to 9/2/16 200,000 200,000 - - |
- Exercisable at $$2.84 per share
between 11/8/07 to 10/8/16 200,000 200,000 - -
- Exercisable at $$3.23 per share
between 16/3/08 to 15/3/17 200,000 - - -

Conditional award of 250,000 performance
shares to be delivered after 2006
Tan Pheng Hock - 0 to 500,000 - -

Conditional award of 250,000 performance
shares to be delivered after 2007
Tan Pheng Hock 0 to 375,000 0 to 375,000 - -

Conditional award of 250,000 performance
shares to be delivered after 2008
Tan Pheng Hock 0 to 375,000 0 to 375,000 - -

Conditional award of 200,000 performance
shares to be delivered after 2009
Tan Pheng Hock 0 to 300,000 - - -

Conditional award of 45,000 restricted
shares to be delivered after 2008
Tan Pheng Hock 0 to 67,500 - - -
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Holdings registered in Holdings in which a Director
name of Director or nominee is deemed to have an interest
At 28/12/07 At 30/12/06 At 28/12/07 At 30/12/06
Singapore Telecommunications Limited
Ordinary shares
Cheng Wai Keung 1,550 1,550 1,360 1,360
Ang Kong Hua 1,430 1,430 - -
Christopher Lau Loke Sam 1,560 1,560 - -
Simon Claude Israel 179,820 179,820 1,360 -
Tan Pheng Hock 1,800 1,800 1,550 1,550
SP AusNet securities*
Ordinary shares
Cheng Wai Keung - - - 400,000
Bobby Chin Yoke Choong - - 20,000 20,000
Starhub Ltd
Ordinary shares
Tan Pheng Hock 25,150 27,430 - -
TeleChoice International Limited
Ordinary shares
Tan Pheng Hock 30,000 30,000 - -
Vertex Technology Fund (1} Ltd*
Ordinary shares
Tan Pheng Hock - - 5 5

The Ditectors’ interests in the share capital of the related corporations as at 18 January 2008 were the same as at 28 December 2007
except for Bobby Chin Yoke Chaaong, whose indirect holding in Singapore Airlines Limited registered in his spouse’s name was 1,000
shares as at 18 January 2008.

The related corporations are related to the Company by virtue of 2 common ultimate holding company, Temasek Holdings (Private)
Limited.

*  Stapled Group securities, each comprising of ona SP Australia Networks (Transmission) Ltd share, one SP Australia Netwarks (Distribution) share

and one SP Australia Networks (Finance) Trust unit.

+

Held in trust by a trustee company on behalf of the director.
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Directors’ Contractual Benefits

Replacement rights, which are cash settled, are awarded to key executives conditional upon the participants meeting their performance
conditions. From the end of the performance period, 50% of the replacement rights awarded will vest after two years, and the
remaining 50% after three years. Details of replacement rights awarded to Executive Directors and employees are as follows:

Replacement Rights

Performance period®

From 29/12/N
To 26/12/03°
Number of rights outstanding as at 30 December 2008 1,204,717
During the financial year

- Rights vested (1.204,717)
Balance as at 28 December 2007 -

For key executives who were not eligible during the period 29 December 2001 to 27 December 2002, their performance period started from 28
December 2002 instead.

From the end of the performance period, 50% of the replacement rights awarded have vested on 31 December 2005 and the remaining 50% have
vested an 31 December 2006,

Simon Claude Israel has an employment relationship with the ultimate holding company and has received remuneration in that capacity.

Tan Pheng Hock has an employment relationship with a subsidiary of the ultimate holding company and has received remuneration in
that capacity.

Since the end of the previous financial year, no other Directors have received or become entitled to receive a benefit by reason of
a contract made by the Company ¢r a related corporation with the Director or with a firm of which he is a member, or with a company
in which he has a substantial financial interest, except as disclosed in the summary financial statements and in this report.

Unusual Items during and after the Financial Year

In the opinion of the directors, no item, transaction or event of a material and unusual nature, has arisen during or in the interval
between the end of the financial year to the date of this report which will affect substantially the resuits of the operations, render any
item misleading, or affect the ability of the Company and of the Group in meeting its obligations for the financial year in which this
report is made.
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Audit Committee

At the date of this report, the Audit Committee ("AC”) consists of four Non-Executive Directors, all of whom are independent. Chaired
by Mr Christopher Lau Loke Sam, the other three members of the Committee are Mr Robert Holland, Jr, Mr Peter Wagner and Mr
Bobby Chin Yoke Choong.

For the financial year ended 28 December 2007, the AC undertook a review of the volume of non-audit services provided by the
external auditors to assess whether the nature and extent of those services might prejudice the independence and objectivity of the
auditors. The AC was satisfied that such services did not affect the independence of the external auditors. The AC also reviewed the
cost-effectiveness of the audit conducted by the external auditors.

The summary financial statements set out on pages 49 to 71 were approved by the Board of Directors on 12 February 2008 and were
signed on its behalf by:

- = Jupecar

Cheng Wai Keung Thomas Held
Director Director

Singapore, 12 February 2008
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AUDITORS’ STATEMENT

To the Members of Neptune Orient Lines Limited

We have audited the financial statements of Neptune Orient Lines Limited and its subsidiaries for the financial year ended

28 December 2007, from which the summary financial statements were derived, in accordance with Singapore Standards of Auditing.
The iinancial statements comprise the balance sheets of the Group and the Company as at 28 December 2007, the statements of
changes in equity of the Group and the Company, the income statement and cash flow statement of the Group for the year then
ended, and a summary of significant accounting policies and other explanatory notes.

In our opinion, the accompanying summary financial statements set out on pages 49 to 71 are consistent in all materia respects, with
the full financial statements and Directars’ repart from which they were derived, and comply with the requirements of Section 2034 of
the Singapore Companies Act, Cap 50, and regulations made thereunder, applicable to summary financial statements.

For a better understanding of the financial position and the results of the operations of the Company and the Group for the financial
year and of the scope of our audit, the summary financial statements information on pages 49 to 71 should be read in conjunction
with the full financial statements and our audit report thereon.

In our Auditors’ report dated 12 February 2008, which is reproduced below, we expressed an unqualified opinion on the financial
statements of Neptune Orient Lines Limited and its subsidiaries:

“Auditors’ Report to the Members of Neptune Orient Lines Limited

We have audited the accompanying financial statements of Neptune Orient Lines Limited {the “Company”) and its subsidiaries
{collectively, the “Group™) set out on pages 14 to 104 for the financial year ended 28 December 2007, which comprise the balance
sheets of the Group and the Company as at 28 December 2007, the statements of changes in equity of the Group and the Company,
the income statement and cash flow statement of the Group for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Directors’ Responsibility for the Financial Statements

—] The Company’s directors are responsible for the preparation and fair presentation of these financial statements in accordance with
the provisions of the Singapore Companies Act, Cap 50 (the “Act”) and Singapore Financial Reporting Standards. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

| Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
with Singapore Standards on Auditing. Those Standards require that we comply with ethical requirements and plan and perform our
audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclesures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the
financial staterments, whether due to fraud or error. In making those risk assessments, the auditor considers internal controt relevant
to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit
aiso includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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In our opinion,

{a) the consolidated financial statements of the Group and the balance sheet and statement of changes in equity of the Company
are properly drawn up in accordance with the provisions of the Act and Singapore Financial Reporting Standards so as to give
a true and fair view of the state of affairs of the Group and the Company as at 28 December 2007 and the results, changes in
equity and cash flows of the Group and the changes in equity of the Company for the year ended on that date; and

{b)  the accounting and other records required by the Act to be kept by the Company and by those subsidiaries incorporated in
Singapore of which we are the auditors have been properly kept in accordance with the provisions of the Act.”

gustas |

Ernst & Young
Centified! Public Accountants

Singapore, 12 February 2008
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For the Financial Year Ended 28 December 2007
Group
2007 2006
USS000 Us$000
Revenus 8,159,977 7,263,500
Cost of sates (6,865,603) (6,135,304)
Gross profit 1,204,374 1,128,196
Other gains (net)
- Miscellaneous 47,903 30,522
- Finance and investment income 26,703 29,129
Expenses
- Administrative (717,443) (720,725)
T - Finance {44,013} (45,994)
- Impairment in value of goodwill arising on consclidation - {99,999}
- Other operating (32,113} (52,561)
Share of results of associated companies 3,300 1,640
Share of results of joint ventures 7,146 2,637
Profit before income tax 585,863 272,845
Income tax {expense)/credit {53,900) 100,390
Net profit for the financial year 531,963 373,235
Attributable to:
Equity holders of the Company 522,761 363,743
Minority interest 9,202 9,492
531,963 373,235
Group
2007 2006
Earnings per share US cts Us cts
Basic 35.72 25.00
Diluted 35.33 24.92
Group |
2007 2006 |
Dividends US$'000 UsS$'000
Ordinary dividends paid I
Final tax exempt (one-tier) dividend of 4.00 Singapore cents per share paid in
respect of the financial year 2006 (2005: Nil Singapore cents per share) 38,671 -0
Interim tax exempt (one-tier) dividend of 4.00 Singapore cents per share
paid in respect of the financial year 2007 (2006: 4.00 Singapore cents per share) 38,820 36,752
77,49 36,752
*® 1n view of the cash distribution of 92.00 Singapore cents per share which was significantty higher than the Company's dividend policy, no final
dividend was declared for the financial year 2005.
Ordinary dividends proposed
The Directors recommended a final tax exempt (one-tier) dividend of 10.00 Singapore cents per share in respect of the financial year
ended 28 December 2007 for approval by shareholders in the next Annual General Meeting to be convened on 16 April 2008,
The recommended final dividend has not been provided for in these financial statements and will be accounted for in the shareholders’
equity as an appropriation of 2007 profits after tax in the financial statements for the financial year ending 26 December 2008.
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BALANCE SHEETS

As at 28 December 2007
Group Company
2007 2006 2007 2006

USS$'000 us$'000 UsS$'000 US$'000
Assets
Current Assets
Cash and cash equivalents 504,365 694,313 44,584 26,111
Trade and other receivables 1,044,710 907,085 579,694 735,454
Inventories at cost 161,126 101,567 - -
Derivative financial instruments 119,918 45,225 57,990 41,526
Other current assets 54,004 36,491 589 551
Total current assets 1,884,123 1,784,681 682,857 803,642

Non-current Assets
Investments in subsidiaries

- - 996,358 1,007,739
Investments in associated companies 15,107 8,736 1

24
Investments in joint ventures 23,004 17,112 - -
Availablz-for-sale financial assets 147 323 - 11
Property, plant and equipment 2,812,777 2,168,365 283,111 47,1583
Investment properties 21,348 23,114 - -
Deferred charges 4,213 331 - -
Intangible assets 32,827 26,115 141 26
Goodwil arising on consolidation 121,454 121,454 - -
Deferred income tax assets 20,506 43,786 - -
Other non-current assets 73,105 73,889 2,586 3,098
Total non-current assets 3,124,588 2,486,205 1,282,197 1,058,051
Total Assets 5,008,711 4,270,886 1,965,054 1,861,693
Liabilities
Current Liabilities
Trade and other payables 1,116,496 915,633 93,498 86,703
Current income tax liabilities 32,313 36,364 18,660 18,166
Borrowings 54,263 141,683 2,268 8,539
Provisions 38,572 47,029 370 926
Deferred income 4,663 4,637 - -
Derivative financial instruments 59,406 67,132 57,931 41,526
Other current liabilities 238,218 178,472 - -
Total current liabilities 1,543,931 1,390,950 172,727 155,860
Non-current Liabilities I
Barrowings 537,252 530,412 - - |
Provisions 123,613 115,987 - - i
Deferred income 537 5,478 - -
Deferred income tax liabilities 18,180 17,148 11,310 10,329
Cther non-current liabilities 77,981 68,816 - -
Total nen-current liabilities 757,563 737,841 11,310 10,329
Total Liabilities 2,301,494 2,128,731 184,037 166,189
Net Assets 2,707,217 2,142,095 1,781,017 1,695,504
Equity
Share capital 840,738 822,066 840,738 822,066
Treasury shares {5,926) - (8,926) -
833,812 822,066 833,812 822,066
Shares held by employee benefit trust 610 (2,482) - -
Treasury shares reserve (78) - (78) -
Foreign currency translation reserve 15,971 10,240 - -
Retained earnings 1,726,025 1,280,755 918,017 852,015
| Share-based compensation reserve 29,207 21,423 29,207 21,423
Hedging reserve 57,523 (23.449) 59 -
Fair value reserve &8 164 - -
Capital and reserves attributable to equity
holders of the Company 2,661,918 2,108,717 1,781,017 1,695,504
Minority interest 45,289 33,378 - -
Total Equity 2,707,217 2,142,085 1,781,017 1,685,504

Net current assets 340,192 393,731 510,130 647,782
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the Financial Year Ended 28 December 2007

Group

2007

Share
capital
UsS$'000

Treasury
shares
Uss$'000

Shares held
by employee
benefit trust

US$'000

Treasury
shares reserve
US$'000

Balance at 30 December 2006

Fair value gains on cash flow hedges

Fair value gains on cash flow hedges
transferred to the income statement

Fair value loss on avaitable-for-sale financial asset

Tax on fair value gains and losses

Currency translation differences

Net gains/{losses) recognised directly in equity

Net profit for the financial year

Total gains/{losses) recognised for the
financial year

Dividends to equity holders
Dividends to minority interest
Acquisition of additional interests in a subsidiary
Capital contribution by minority interest
Disposal of a subsidiary
Employee equity compensation schemes:
- value of employee services
- proceeds from shares issued
— treasury shares re-issued
Purchase of treasury shares
Sale of shares by employee benefit trust

Balance at 28 December 2007

822,066

(2,482)

18,672

353
(7,279)

1,872

840,738

(6,926)

610)
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Capital and reserves attributable to equity holders of the Company
Foreign
currency Share-based
translation Retained compensation Hedging Fair value Minority Total
reserve earnings reserve reserve reserve interest equity
US$'000 USS$'000 us$'oco US$’000 US$'000 US$'000 Us$000
10,240 1,280,755 21,423 {23,449) 164 33,378 2,142,095
- - - 140,654 - - 140,654
- - - {68,693) - - (58,693)
- - - - (150) - (150)
- - - (989) 54 - (935)
5,731 - - - - (67) 5,664
5,731 - - 80,972 {96) (67) 86,540
- 522,761 - - - 9,202 531,963
5,731 522,761 - 80,972 (96) 9,135 618,503
- (77,491) - - - - {77,491)
- - - - - (897) (897)
- - - - - (14) (14)
- - - - - 28 28
- - - - - 3,669 3,669
- - 10,532 - - - 10,532
- - (2,645) - - - 16,027
- - (103) - - - 172
- - - - - - (7.279)
- - - - - - 1,872
15,971 1,726,025 29,207 57,523 68 45,298 2,707,217
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued)

For the Financial Year Ended 28 December 2007

Group

Shares held

Share Share by employee

capital premium benefit trust

2006 US$'000 US$'000 US$000

Balance at 31 December 2005 814,447 556,586 (1,399}
Employee equity compensation schemes:

— proceeds from shares issued 913 2,758 -
Capital distribution to equity holders - (555,814) -
Balance before transfer of share premium reserve to

share capital 815,360 3,530 (1,399)

Transfer of share premium reserve to share capital

upon implementation of Companies (Amendment) Act 2005*! 3,530 {3,530) -
Balance after transfer of share premium reserve to

share capital 818,890 - (1,399)

Fair value losses on cash flow hedges - - -
Fair value losses on cash flow hedges

transferred to the income statement - - -
Fair value loss on hedged risk of medium term note - - -

Fair value loss on hedged risk of medium term note

transferred to the income statement - - -
Net fair vaiue losses on available-for-sale financial assets - - -
Tax on fair value gains and losses - - -
Currency translation differences - - -
Net gains/{fosses) recognised directly in equity - - -
Net profit for the financial year - - -

Total gains/{losses) recognised for the financial year - - -

Dividends to equity holders - - -
Dividends to minority interest - - -
Capital contribution by minority interest - - _
Disposal of subsidiaries - - —
Employee equity compensation schemes:

- value of employee services - - -

- proceeds from shares issued 3,176 - -
Purchase of shares by employee benefit trust - - {(1,083)

Balance at 29 December 2006 822,066 - (2,482)

" With the implementation of the Companies {Amendment) Act 2005 on 30 January 2008, the concept of authorised share capital was abolished

and the shares of the Company have no par value. Consequently, the batance in share premium within equity as at 30 January 2006 had been
reclassified to the Company’s share capital.
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Capital and reserves attributable to equity holders of the Company

Foreign
currency Share-based

translation Retained compensation Hedging Fair value Minority Total
reserve earnings reserve reserve reserve interest equity
Us$'000 USs$'000 us$'000 US$'000 Us$'000 Us$'000 Us$’000
3.910 1,222,706 15,162 {14,577) 8,238 20,835 2,625,908

- - (1,794) - - - 1877
- (268,942) - - - - (824,756)

3,910 953,764 13,368 {14,577) 8,238 20,835 1,803,029
3,910 953,764 13,368 (14.577) 8,238 20,835 1,803,029
- - - (11,673) - - (11,673)

- - - 1,954 - - 1,954
- - - (18,227) - - (18.227)

- - - 18,227 - - 18,227
- - - - (7,980) - {7,980)

_ - - 847 (94) - 753

6,330 - - - - (274) 6,056
' 6,330 - - {8,872) {8.074) {274) {10,890}
- 363,743 - - - 9,492 373,235

5,330 363,743 - (8,872) (8.074) 9,218 362,345
- (36,752) - - - - {36,752)
_ _ - - - [2,166) {2,166)

- - - - - 5,527 5,527
- - - - - {36) (36)

- - 9,320 - - - 8,320

- - (1,265) - - - 1,911
- - - - - - {1,083)

10,240 1,280,755 21,423 (23,449) 164 33,378 2,142,095
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CONSOLIDATED CASH FLOW STATEMENT

For the Financial Year Ended 28 December 2007

2007 2006
us$'000 US$'000
Cash Flows from Operating Activities
Profit before income tax 585,863 272,845
Adjustments for:
Amartisation of non-current assets and deferred income (4486} 2,466
Depreciation of property, plant and equipment 254,138 244,276
Depreciation of investrnent properties 478 470
Fair value losses on cash flow hedge
- cross currency interest rate swap: discontinuation of cash flow hedge - 1,573
Fair value losses on fair value hedge
- Cross currency interest rate swap: hedging instrument - 2,037
Fair value gains on long term borrowings
- medium term note: fair value hedge adjustment - (257)
Premium on bunker call option 5,458 -
Interest expense 36,465 37,502
Interest income (25,776) (23,794)
Investment income (25) (6%
Share-based compensation costs 10,532 9,981
Write-off of inventories 347 103
Fair value losses/{gains} on shares held by employee benefit trust 1,813 (703)
Net profit on disposal of property, plant and equipment {24,022) (7.437)
Net toss on disposal of intangible assets - 102
Net profit on disposal of subsidiaries - (2,295)
Net (profit)/loss on disposal of associated companies (419) 20
Net profit on disposal of availabte-for-sale financial assets {153 {2,579)
Net loss on disposal of other non-current investments 11 -
Net provision for impairment of loans and non-trade debts to associated companies 1,263 2,412
Net (write-back of)/provision for impairment of loans receivable (279) 2,908
Net write-back of provision for impairment in value of property, plant and equipment {230) {1,180)
(Write-back of)/provision for impairment in value of investment properties {1,570} 625
Provision for impairment in value of a joint venture company - 2,075
Provision for impairment in value of available-for-sale financial asset - 4,833
Net provision for/{write-back of) impairment of other non-current assets 201 {344)
Impairment in value of goodwill arising on consolidation - 99,999
Net provision for restructuring and termination costs 1,235 13,171
Net provision for insurance, fitigation and other claims,
net of reimbursement of US$12.4 million (2006: US$11.2 million} 20,007 28,821
Net provision for drydocking costs 2,097 1,223
Share of results of associated companies (3,300) {1.640)
Share of results of joint ventures (7,146) {2,637
Unrealised translation losses 4,541 151
Operating cash flow before working capital changes 861,084 684,665
Changes in operating assets and liabilities, net of effects from disposal of subsidiaries:
Receivables {170,917) (64.,809)
Inventories (60,104) (3.772)
Payables 242 654 14,598
Net amount due from associated companies 968 (2,664)
Cash generated from operations 873,685 628,018
Interest paid {36,735) {34,725)
Interest received 25,341 23,811
Net income tax paid (34,366} (57,239)
Net cash inflow from operating activities 827,925 559,865
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2007 2006
Us$'000 Us$'000
Cash Flows from Investing Activities
Acquisition of additional interests in a subsidiary (14} -
Investment in an associated company (3,924) -
Investment in a joint venture - (94)
Net proceeds from/(repayment of) loans receivable 251 2,771}
Investment income received 25 60
Dividends received from an asscciated company 353 2,002
Dividends received from a joint venture 1,260 125
Additions in other non-current investments (734) (1,178}
Purchase of property, plant and equipment (911.830) (172,381}
Subsequent expenditure on investment properties {18} {5)
Purchase of intangible assets (1,209} {5,533)
Proceeds from disposal of property, plant and equipment 34,763 12,725
Proceeds from disposal of an investment property 4,245 -
Proceeds from disposal of available-for-sale financial assets 165 4,306
Proceeds from disposal of other non-current investments 76 9
Net cash inflow {net of transaction costs) from disposal of subsidiaries,
net of cash disposed** 13,112 2,238
Net cash outflow from investing activities {863,479) (160,437}
Cash Flows from Financing Activities
Proceeds from borrowings 13,134 414,745
Net cash inflow contributed by employee benefit trust 217 23
Capita! distribution to equity holders - (824,756}
Dividends paid to equity holders (77.491) (36,752}
Dividends paid to minority interest (897) (2,166}
Capital contribution by minority interest 28 5,527
Proceeds from issue of new ordinary shares 16,027 3,788
| Proceeds from re-issuance of treasury shares 172 -
| Purchase of treasury shares (7.279) -
| Repayment of borrowings (96,405} (125,940)
; Net payment for early redemption of medium term note and termination
- of cross currency interest rate swap - (298,204)
Payment of costs incurred in connection with long term financing (1,900) (2,266)
Net cash outflow from financing activities {154,394) (866,001}
Net Decrease in Cash and Cash Equivalents (189,948) (466,633)
‘ Cash and Cash Equivalents at Beginning of Financial Year 694,313 1,160,946
Cash and Cash Equivalents at End of Financial Year 504,365 694,313
‘ Group
2007 2006
| 12 Summary of effect of disposal of subsidiaries on the Group's cash flows US$000 US$'000
| Net assets disposed:
' Non-current assels 10,935 540
Current assets 12,599 1,646
Current liabilities 4,114) (54)
Non-current liabilities (176) -
Net attributable assets disposed 19,244 2,132
Less: Minority interest 3,669 (36)
Add: Foreign currency translation reserve (2,880} (733)
20,023 1,363
Net profit on disposal of subsidiaries - 2,295
Net proceeds from disposal of subsidiaries 20,023 3,658
Less: Cash of subsidiaries disposed (6,911) (1,420)
Nat cash inflow (net of transaction costs) from disposal of subsidiaries,
nat of cash disposed 13,112 2,238

S
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NOTES TO THE SUMMARY FINANCIAL STATEMENTS

For the Financial Year Ended 28 December 2007

1. General
The Company is domiciled and incorporated in Singapore and is publicly traded on the Singapore Exchange. The address of
its registered office is as follows:

456 Alexandra Road, #06-00 NOL Building, Singapore 119962.

The financial year of 2007 started on 30 December 2006 and ended on 28 December 2007 (2006: 31 December 2005 to
29 December 2006) as the Group and the Company adopted the last Friday of every calendar year to be their accounting
year-end date,

The Company’s ultimate holding company is Temasek Holdings {Private) Limited, a company incorporated in Singapore.

2. Material Changes in Accounting Policies

On 30 December 2006, the Group early adopted new or revised FRS which are effective for the financial period beginning on
or after 1 January 2007. Further, the Group adopted interpretations of FRS ( “INT FRS" } that are mandatory for application in
the current financial year. The 2008 comparatives have been amended as required, in accordance with the relevant transitional
provisions in the respective FRS and INT FRS,

The following are the FRS and INT FRS that are relevant to the Group:

Amendments to FRS 1 Presentation of Financial Statements (Capital Disclosures)

FRS 40 Investment Property

FRS 107 Financial Instruments: Disclosures

INT FRS 107 Applying the Restatement Approach under FRS 29, Financial Reporting in
Hyperinflationary Ecanomies

INT FRS 108 Scope of FRS 102, Share-based Payment

INT FRS 109 Reassessment of Embedded Derivatives

INT FRS 110 Interim Financial Reporting and Impairment

The adoption of the above FRS and INT FRS did not have any significant impact on the Group except as discussed below:

(a) Amendments to FRS 1, Presentation of Financial Statements (Capital Disclosures)

The Group elected to early adopt Amendments 1o FRS 1, which is mandatory for application for annuat periods
beginning on or after 1 January 2007,

The amendment to FRS 1 requires the Group to make new disclosures to enable users of the financial statements to
evaluate the Group’s objectives, policies and processes for managing capital.

The required disclosures have been made accordingly in the Annual Report {Supplement).
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{b)

{c)

FRS 40, Investment Property

The Group elected to early adopt FRS 40, which is mandatory for application for annual periods beginning on or after
1 January 2007.

Previously, the Group had accounted for its investment properties under FRS 16 Property, Plant and Equipment. Under
FRS 16, property, plant and equipment are recorded at cost less accumulated depreciation and accumulated impairment
losses. FRS 40 requires investment properties which represent the Group’s interests in freeheld land and buitdings

that are held for long-term rental yields and/or capital appreciation to be classified and accounted for as investment
properties. FRS 40 also requires companies to measure investment properties using either the fair value or cost method.
The Group has elected to measure investment properties under the cost method, under which investment properties are
stated at cost less accumulated depreciation and accumulated impairment losses.

The Group has accounted for the effects of adoption retrospectively in the financial statements in accordance with the
transitiona! provisions.

The effects on the balance sheet items are as follows:

Increase/(Decrease)
At 28/12/2007 At 29/12/2006 At 31/12/2005
US$'000 US$'000 Us$'000
Consolidated balance sheets:
Property, plant and equipment (21.348) {23,114) (22,112}
Investment properties 21,348 23,114 22112

FRS 107, Financial Instruments: Disclosures

The Group elected to early adopt FRS 107, which is mandatory for application for annual periods beginning on or after
1 January 2007.

FRS 107 introduces new disclosures to improve the information about financial instruments. It requires the disclosure of
qualitative and quantitative information about exposure to risks arising from financlal instruments, comprising specified

minimum disclosures about market risk {including sensitivity analysis}), credit risk and liquidity risk.

The required disclosures have been made accordingly in the Annual Report (Supplement). |

Non-audit Fees Paid/Payable to Auditors

Group
2007 2006
Us$'000 US$'000
MNon-audit fees paid/payable to
- auditors of the Company ; 325 | 100
- afflilates of auditors of the Company | 430 490
755 590
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4. Related Party Transactions

{a) Sale and Purchase of Goods and Services

The following significant transactions between the Group and related parties, consisting of fellow subsidiaries of the
ultimate holding company or associated companies of the Group. took place during the financial year at terms agreed
between the parties:

Group
2007 2006
Uus$'000 uUs$'oco
Purchases of services from fellow subsidiaries of the ultimate holding company 145,089 131,144
Services rendered to fellow subsidiaries of the ultimate holding company (656) (2,751)
Interest income received/receivable from associated companies (1,112) (2,413)
Guarantee fee income received/receivable from an associated company - {(33)

(b) Share Options Granted to Directors

The aggregate number of shares options granted to the Diractors of the Company during the financial year was 432,000
(20086: 1,288,000). The share options were given on the same terms and conditions as those offered to other employees
of the Group except for share options granted to Non-Executive Directors, which have exercise periods of five years. For
share options granted to Non-Executive Directors from 1 January 2004 and thereafter, a moratortum on the disposal of
shares arising from the exercise of the share options is applicable during their term of service as a member of the Board
of Directors of the Company, until six months after their term of office has been completed, and/or six months after
resignation or retirement. The outstanding number of share options granted to the Directors of the Company at the end
of the financial year was 1,337,000 (2006: 983,000).

(c) Key Management Personnel

() Loans to key management personnel

Loans given under the Group’s approved housing, car and renovation loans scheme to key management personnel
are as follows:

Group
2007 2006
US$'000 US$'000
Housing, car and renovation loans receivable (non-current) 22 51

The housing, car and renovation foans receivable are included in non-current assets as loans receivable. The loans
are interest free except for a loan of US$0.03 million as at 29 December 2006, which bore interest at an effective
interast rate of 4.25% per annum.
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(il Key management personnel remuneration
The remuneration of the key management personnel includes base salary, performance bonus, share options,
performance shares, replacement rights, benefits (inciuding housing and allowances) and Directors’ fees.

The total remuneration of key managemant personnel disclosed under this note is computed based on the cost
incurred by the Group whereas the remuneration information disclosed under the “Remuneration for the Directors of
the Company” and “Remuneration Bands for the Top Five Key Management Staff who are not also Directors of the
Company"” is derived based on the assumptions specified in the Corporate Governance report.

Key management personnel remuneration is as follows:

Group
2007 2006
Us$'000 US$'000
Salaries, other short-term employee benefits and Directors’ fees 11,373 10,092
Post-employment benefit plans 611 2,109
Termination benefits - 292
Share-based compensation 3,228 3,514
15,212 16,007

Included in the above is total compensation to Directors of the Company amounting to US$3.3 million
(2006: US$3.2 million).

Notes:
{a) Key management personnel for 2007 and 2006 include:

-~ Executive Director: Thomas Held, {(Group President and Chief Executive Officer - appointed in
November 2006).

- Non-Executive Directors: Cheng Wai Keung, Friedbert Malt, Ang Kong Hua, Yasumasa Mizushima,

James Connal Scotland Rankin, Robert Holland, Jr, Christopher Lau Loke Sam, Timothy Charles Harris,
Peter Wagner, Bobhy Chin Yoke Choong (appointed in December 2006), Simon Claude Israel (appointed in
December 2006) and Tan Pheng Hock {appointed in December 2006).

- Corporate: Cedric Foo {Group Deputy President and Chief Financial Officer) and Wu Choy Peng (Group
Chief Information Officer - appointed in July 2006).

- Business Units: Ronald Widdows {Chief Executive Officer, Liner) and Brian Lutt (President, Logistics).

- BRegional Presidents: David Appleton {(President, Europe), John Bowe (President, Americas), Kenneth Glenn
(President, South Asia}, Jim McAdam (President, Asia/Middle East) and Daniel Ryan (President, Greater
China - appointed in August 2006).

(b) Included in 2007, but not in 2006, is the remuneration for:
- Business Unit: Steve Schollaert (President, Terminats — appointed in August 2007).
(c} Included in 20086, but not in 2007, are the remuneration for:

- Executive Director: David Lim Tik En (Group President and Chief Executive Officer - resigned as a Director
and as an executive in Qctober 2006).

- Non-Executive Director: Willie Cheng Jue Hiang {retired in April 20086).

- Corporate: Patricia Leung {Group Chief Financial Officer - resigned in December 2006}, Kuok Lay Hoen
{Group Chief Human Resources Officer — resigned in December 2006) and Cindy Stoddard (Group Chief
Information Officer — resigned in April 20086).

— Regional President: Koay Peng Yen (President, Greater China - resigned in August 2006).

(d) Tax equalisation costs are derived based on cost incurred by the Group during the financial year.
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DIRECTORS’ REPORT

For the Financial Year Ended 28 December 2007

The Directors present their report to the members together with the audited financial statements of the Group and the balance
sheet and statement of changes in equity of the Company, expressed in United States Dollars, for the financial year ended

28 December 2007.

Directors

The Directors of the Company in office at the date of this report are:

Cheng Wai Keung {Chairman)

Friedbert Malt {Vice Chairman)

Ang Kong Hua {Vice Chairman)

Thomas Held (Group President & Chief Executive Officer)

Yasumasa Mizushima

James Connal Scotland Rankin
Robert Helland, Jr

Christopher Lau Loke Sam
Timothy Charles Harris

Peter Wagner

Bobby Chin Yoke Choong
Simon Claude Israet

Tan Pheng Hock

Arrangements to Enable Directors to Acquire Shares and Debentures

Neither at the end of nor at any time during the financial year was the Campany a party to any arrangement whose object was to
enable the Directors of the Company to acquire benefits by means of the acquisition of shares in, or debentures of, the Company or
any other body corporate, other than as disclosed under “Share Options and Performance Shares” on pages 2 to 5.

Share Options and Performance Shares

Share options under the NOL Share Option Plan (“NOL SOP"} are granted to Directors and employees of the Group. The exercise
price of the options is determined at the average closing market price of the shares for the three trading days immediately preceding
the grant date. individua! awards to employees take into consideration the job level, performance and leadership potential of the
employee. Pursuant to the terms of the NOL SOP, share options will vest after a specified number of years from the grant date.

Performance shares under the NOL Performance Share Plan (*NOL PSP”) are awarded to key executives conditional upon the Group
meeting or exceeding a prescribed financial target condition during the performance period, and also conditional on the participants
meeting their performance conditions. Pursuant to the terms of the NOL PSP, performance shares will vest after a specified number
of years from the end of the performance period.

The Executive Resource and Compensation Committee (“ERCC”) is responsible for administering the NOL SOP and NOL PSP. The

ERCC currently comprises of six Non-Executive Directors: James Caonnal Scotland Rankin (Chairman), Cheng Wai Keung, Friedbert
Matt, Yasumasa Mizushima, Timothy Charles Harris and Tan Pheng Hock.
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Details of options granted, exercised and cancelled under the NOL SOP during the financial year ended 28 December 2007 are

as follows:
Share Options (a) (b) (c) {d) (e) f Total
Date option granted 31/12/04  31/12/04 13/3/06° 13/3/068°  12/3/07°  12/3/07°

Exercise period

From 31/12/05  31/12/05 13/3/07 13/3/07 12/3/08  12/3/08
To 30/12/09  30/12/14 12/3/11 12/316 1312 1137
Exercise price per option S$2.06" 5$2.06" 5$2.20 §$2.20 $83.32 $$3.32

Number of options outstanding as at
30 December 2006 641,000 12,340,000 581,000 20,782,000 - -~ 34,344,000

During the financial year

- Options granted - - - - 384,000 6,907,000 7,291,000
- Options exercised {126,000) (7,609,500) - (3,975,963) - - {11.,711,463}
- Options cancelled - {53,000) - (1,333,009) - (247,0000 (1,633,004)
Balance as at
28 December 2007 515,000 4,677,500 581,000 15,473,033 384,000 6,660,000 28,290,533
Directors' Interests:
28 December 2007
- Cheng Wai Keung 129,000 - 126,000 - 90,000 - 345,000
- Friedbert Malt 64,000 - 63,000 - 45,000 - 172,000
- Ang Kong Hua 64,000 - 63,000 - 45,000 - 172,000
- Thomas Held - - - - - 48,000 48,000
- Yasumasa Mizushima 18,000 - 47,000 - 34,000 - 99,000
- James Connal Scotland Rankin - - 47,000 - 34,000 - 81,000
- Robert Holland, Jr 48,000 - 47,000 - 34,000 - 129,000
- Christopher Lau Loke Sam 48,000 - 47,000 - 34,000 - 129,000
- Timothy Charles Harris - - 47,000 - 34,000 - 81,000
— Peter Wagner - - 47,000 - 34,000 - 81,000
29 December 2006
- Cheng Wai Keung 129,000 - 126,000 - - - 255,000
- Friedbert Malt 64,000 - 63,000 - - ~ 127,000
- Ang Kong Hua 64,000 - 63,000 - - - 127,000
- Yasumasa Mizushima 48,000 - 47,000 - - - 95,000
- James Connal Scotland Rankin 48,000 - 47.000 - - - 85,000
— Robert Holland, Jr 48,000 - 47,000 - - - 95,000
- Christopher Lau Loke Sam 48,000 - 47,000 - - - 95,000
- Timothy Charles Harris - - 47,000 - - - 47,000
- Peter Wagner - - 47,000 - - - 47,000

In accordance with the modified rules of the NOL SOP approved by shareholders at the Extraordinary General Meeting held on 3 January 2006 and
the advice of the independent financial advisor, the exercise price of the outstanding share options under the NOL SOP was reduced by $$0.92 to
S5%$2.06 as a result of the capital reduction and cash distribution exercise.

From the date of grant, one-third of the share options granted have vested on 13 March 2007. One-third will vest on 13 March 2008 and

the remaining one-third will vest on 13 March 2008.

From the date of grant, one-third of the share options granted will each vest on 12 March 2008, 12 March 2009 and 12 March 2010.
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Share Options and Performance Shares (continued)

Details of options granted to the Directors of the Company under the NOL SOP up to 28 December 2007 are as follows:

Aggregate Aggregate

Granted in granted since exercised since Aggregate

financial commencement of commencement of outstanding

year ended the NOL SOP to the NOL SOP to as at

Name of Directors 28 December 2007 28 December 2007 28 December 2007 28 December 2007
Cheng Wai Keung 90,000 545,000 (200,000 345,000
Friedbert Malt 45,000 272,000 (100,000) 172,000
Ang Kong Hua 45,000 212,000 (40,000 172,000
Thomas Held 48,000 48,000 - 48,000
Yasumasa Mizushima 34,000 189,000 (90,000) 99,000
James Connal Scotland Rankin 34,000 189,000 (108,000) 81,000
Robert Holland, Jr 34,000 129,000 - 129,000
Christopher Lau Loke Sam 34,000 129,000 - 129,000
Timothy Charles Harris 34,000 81,000 - 81,000
Peter Wagner 34,000 81,000 - 81,000

The Directors’ interests in the share options of the Company as at 18 January 2008 were the same as at 28 December 2007.

Pursuant to pravisions of the Listing Manual of the Singapore Exchange Securities Trading Limited {(“SGX-ST"} and the Singapore
Companies Act, in addition to information disclosed elsewhere in the report, it is reported that:

0] Except as disclosed on page 3, no options were granted by the Company or any subsidiary during the financial year and there
were no other unissued shares under option at the end of the financial year.

(i) No options were granted to controlling shareholders or their associates, or directors and employees of the parent group.

i) No employee has received 5% or more of the total number of options available under the NOL SOP.

(iv)  No options have been granted at a discount during the financial year.

During the financial year, the Company re-issued 123,666 (2006; Nif} treasury shares pursuant to the NOL SOP at exercise prices of
$$2.06 and $%$2.20 (2006: S$Nil) per share, for share options granted on 31 December 2004 and 13 March 2006 respectively.
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Subject to the terms and conditions of the NOL PSP, the following table sets forth the number of performance shares awarded,
vested and cancelled during the financial year ended 28 December 2007:

Performance Shares (a) (b} {c) {d) Total

Performance period

From 27/12/03 01/01/05 3112/05 30/12/08
To 31/12/04* 30/12/05° 20/12/06° 28/12/07°
i Number of shares outstanding
as at 30 December 2006 1,097,115 3,904,000 - - 5,001,115
‘ During the financial year
| — Shares awarded - - 1,858,000 - 1,858,000
- Shares vested (548,556) (1,324,651) - - (1,873,207)
- Shares cancelled - (174,001) {27,000) - (201,001)
Balance as at 28 December 2007 548,559 2,405,348 1,831,000 - 4,784,907
Director’s Interests:
28 December 2007
- Thomas Held - - 39,000 - 39,000

From the end of the performance period, one-third of the performance shares awarded have each vested on 2 January 2006, 2 January 2007 and
2 January 2008,

From the end of the performance period, one-third of the parformance shares awarded have vested on 2 January 2007 and cne-third have vested
on 2 January 2008. The remaining one-third will vest on 2 January 2009.

From the end of the performance period, one-third of the performance shares awarded have vested on 2 January 2008. One-third will vest on
2 January 2009 and the remaining one-third will vest on 2 January 2010,

Performance shares for the performance period 30 December 2006 to 28 December 2007 will be awarded in 2008 after the announcement of the
financiat year 2007 annual results, upon review and approval by the ERCC.

Details of performance shares awarded to a Director of the Company under the NOL PSP up to 28 December 2007 are as follows:

Aggregate Aggregate
awarded since vested since Aggregate
Awarded in financial commencement of commencement of outstanding
year ended the NOL PSP to the NOL PSP to as at
Name of Director 28 December 2007 28 December 2007 28 December 2007 28 December 2007
Thomas Held 39,000 38,000 - 39,000
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Directors’ Interests in Shares or Debentures

According to the register of Directors’ shareholdings, none of the Directors holding office at the end of the financial year had any
interest in the share capital or debentures of the Company except as follows:
Ordinary shares

Holdings registered in Holdings in which a Director
name of Director or nominee is deemed to have an interest
At 28/12/07 At 30/12/06 At 28/12/07 At 30/12/06
Cheng Wai Keung 1,250,000 1,250,000 - -
Friedbert Malt 40,000 40,000 - -
Ang Kong Hua 40,000 40,000 - -
Yasumasa Mizushima 30,000 - - -
James Connal S¢otland Rankin 108,000 60,000 - -
Robert Holland, Jr 100,000 27,000 - -
Peter Wagner 30,000 30,000 - -
Bobby Chin Yoke Choong - - 16,851 16,851

Details of the Directors’ interests in the share options granted under the NOL SOP and performance shares awarded under the NOL
PSP have been separately disclosed under “Share Options and Performance Shares” on pages 2 to 5.

i The Directors’ interests in the share capital of the Company as at 18 January 2008 were the same as at 28 December 2007 except for
Thomas Held, whose holding registered in his own name was 13,000 shares as at 18 January 2008.

According to the register of Directors’ shareholdings, none of the Directors holding office at the end of the financial year had any
interest in the share capital or debentures of related corporations except as follows:

Holdings registered in Holdings in which a Director
name of Director or nominee is deemed to have an interest
At 28/12/07 At 30/12/06 At 28/12/07 At 30/12/06
Chartered Semiconductor Manufacturing Ltd
Ordinary shares
Tan Pheng Hock 7,000 7,000 - -
Singapore Airlines Limited
Ordinary shares
Cheng Wai Keung - - - 20,000
Simon Claude Israel 9,500 9,500 - -
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Holdings registered in Holdings in which a Director
name of Director or nominee is deemed to have an interest

At 28/12/07 At 30/12/06 At 28/12/07 At 30/12/06

Singapore Technologies Engineering Ltd
Ordinary shares
Tan Pheng Hock 578,364 173,364 - -

Options to subscribe for ordinary shares
Tan Pheng Hock
- Exercisable at $$1.29 per share
between 8/8/00 to 7/8/08 - 5,000 - -
- Exercisable at 5$1.418 per share
between 10/2/01 to 8/2/09 - 400,000 - -
~ Exercisable at $$2.00 per share
between 11/8/01 to 10/8/09 5,000 5,000 - -
- Exercisable at $$2.26 per share
between 10/2/02 to 9/2/10 400,000 400,000 - -
- Exercisable at $$2.72 per share
between 20/2/02 to 19/2/11 225,000 225,000 - -
- Exercisable at $$2.68 per share
batween 11/8/02 to 10/8/11 227,500 227,500 - -
- Exercisable at $32.29 per share
between 8/2/03 to 7/2/12 175,000 175,000 - -
- Exercisable at $$1.92 per share
between 13/8/03 to 12/8/12 175,000 175,000 - -
- Exercisable at S$1.79 per share
between 7/2/04 to 6/2/13 200,000 200,000 - -
- Exercisable at $$1.86 per share
between 12/8/04 to 11/8/13 200,000 200,000 - -
- Exercisable at $$2.09 per share
between 10/2/05 to 9/2/14 200,000 200,000 - -
~ Exercisable at $$2.12 per share
between 11/8/05 to 10/8/14 200,000 200,000 - -
- Exercisable at 5$2.37 per share
between 8/2/06 to 7/2/15 200,000 200,000 - -
- Exercisable at 532.57 per share
between 11/8/06 to 10/8/15 200,000 200,000 - -
- Exercisable at $$3.01 per share
between 10/2/07 to 9/2/16 200,000 200,000 - -
- Exercisable at $%$2.84 per share
| between 11/8/07 to 10/8/16 200,000 200,000 - -
- Exercisable at $$3.23 per share
between 16/3/08 to 15/3/17 200,000 - - -

Conditional award of 250,000 performance
shares to be delivered after 2006
. Tan Pheng Hock - 0 to 500,000 - -

Conditional award of 250,000 performance
shares to be delivered after 2007
Tan Pheng Hock 0 to 375,000 0 to 375,000 - -

Conditional award of 250,000 performance
shares to be delivered after 2008
Tan Pheng Hock 0to 375,000 0 to 375,000 - -

Conditional award of 200,000 performance
shares to be delivered after 2009
Tan Pheng Hock 0 to 300,000 - - -

Conditional award of 45,000 restricted

shares to be delivered after 2008
Tan Pheng Hock 0to 67,500 - - -
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Directors’ Interests in Shares or Debentures (continued)
, Holdings registered in Holdings in which a Director
name of Director or nominee is deemed to have an interest
At 28/12/07 At 30/12/06 At 28/12/07 At 30/12/06
Singapore Telecommunications Limited
Ordinary shares
Cheng Wai Keung 1,550 1,850 1,360 1,360
Ang Kong Hua 1,430 1,430 - -
Christopher Lau Loke Sam 1,560 1,560 - -
Simon Claude lsrael 179,820 179,820 1,360 -
Tan Pheng Hock 1,800 1,800 1,550 1,550
SP AusNet securities*
Ordinary shares
Cheng Wai Keung - - - 400,000
Bobby Chin Yoke Choong - - 20,000 20,000
Starhub Ltd
Ordinary shares
Tan Pheng Hock 25,150 27,430 - -
TeleChoice International Limited
Ordinary shares
Tan Pheng Hock 30,000 30,000 - -
Vertex Technology Fund (lI) Ltd”
Ordinary shares
— Tan Pheng Hock - - 5 5

The Directors’ interests in the share capital of the related corporations as at 18 January 2008 were the same as at 28 December 2007
except for Bobby Chin Yoke Choong, whose indirect holding in Singapore Airlines Limited registered in his spouse's name was 1,000
shares as at 18 January 2008.

The related corporations are related to the Company by virtue of a common ultimate helding company, Temasek Holdings (Private)
Limited.

*  Stapled Group securities, each comprising of one SP Australia Networks {Transmission) Ltd share, one SP Australia Networks {Distribution) shara
and one SP Australia Networks (Finance) Trust unit.

Held in trust by a trustee company on behalf of the director,
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Directors’ Contractual Benefits

Replacement rights, which are cash settled, are awarded o kay executives conditional upon the participants meeting their performance
conditions. From the end of the performance period, 50% of the replacement rights awarded will vest after two years, and the
remaining 50% after three years. Details of replacement rights awarded to Executive Directors and employees are as follows:

Replacement Rights

Performance period®

From 29/12/01
To 26/12/03°
Number of rights outstanding as at 30 December 2006 1,204,717
During the financial year

- Rights vested (1,204,717)
Balance as at 28 December 2007 -

For key executives whe were not eligible during the period 28 December 2001 to 27 December 2002, their performance period started trom 28
December 2002 instead.

From the end of the performance petiod, 50% of the replacemant rights awarded have vested on 31 December 2005 and the remaining 50% have
vesied on 31 December 2006.

Simon Claude Israel has an emptoyment relationship with the ultimate holding company and has received remuneration in that capacity.

Tan Pheng Hock has an employment retationship with a subsidiary of the ultimate holding company and has received remuneration in
that capacity.

Since the end of the previous financial year, no other Directors have received or become entitled to receive a benefit by reason of
a contract made by the Company or a related corporation with the Director or with a firm of which he is a member, or with a company in
which he has a substantial financial interest, except as disclosed in the financial statements and in this report.

-
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Audit Committee

At the date of this report, the Audit Committee (*AC”") consists of four Non-Executive Directors, all of whom are independent.
Chaired by Mr Christopher Lau Loke Sam, the other three members of the Committee are Mr Robert Hollang, Jr, Mr Peter Wagner
and Mr Bobby Chin Yoke Choong.

The AC is authorised by the Board of Directors (“the Board”) to investigate any activity within its terms of reference. It has
unrestricted access to information relating to the Group, to both the internal and external auditors, and to the Management and
staff. It has full discretion to invite any Director or executive officer to attend its meetings. It is also authorised by the Board to
obtain external legal or other independent professional advice as necessary and at the expense of the Group.

The ACs’ duties include:

{a)  Reviewing wilh the external auditors the audit plan, the scope of the audits, the evaluation of the internal accounting
controls, the audit reports and any matters which the external auditors wish to discuss {in the absence of Management,
where necessary).

{b)  Reviewing the cost-effectiveness and the independence and objectivity of the external auditors. Whera the auditors also
supply a substantial volume of non-audit services to the Group, the AC keeps the nature and extent of such services under
review, seeking to balance the maintenance of objectivity and value for money.

{¢)  Reviewing with the internal auditors the internal audit plan, the scope and the results of internal audit procedures, and their
evaluation of the overall internal control systems. The internal control systems in¢lude financial, operational and compliance
controls established by the Management. The AC ensures that reviews of the effectiveness of the Group’s internal controls
are conducted. Such reviews can be carried out by the internal auditors and/or public accountants, provided that where the
public accountant is also the external auditor of the Company, the AC should satisfy itself that the independence of the public
accountant is not compromised by any other material relationship with the Group.

(d)  Reviewing the effectiveness of the Group’s internal audit function.
{e)  Reviewing the assistance given by the Group’s officers to the auditors.

) Reviewing significant financial reporting issues and judgements to ensure the integrity of the financial statements of the Group
and any formal announcements relating to the Group's financial performance.

() Reviewing the Group's quarterly and year-end financial statements prior to submission to the Board and/or release to SGX-ST,
focusing on:
- going concern assumption
- compliance with accounting standards and regulatory requirements
- any changes in accounting policies and practices
- significant issues arising from the quarterly review and year-end audit
- major judgemental areas.

Procedures are in place to ensure that financial information relating to the Group's operations are not false or misteading in
order to increase the assurance level of the AC in its review of the quarterly financial statements. In addition, the Company
has obtained negative assurance confirmation from its various key business and operational/functional heads within the
Organisation/Group that nothing has come to their attention that would render the quarterly financial results to be false or
misleading.

10 Neptune Orient Lines Limited {Incorporated In Singapore) and its Subsidiaries Annual Report 2007 (Supplement)



{h)  Reviewing arrangements by which staff of the Group may, in confidence, raise concerns about possible improprieties in
matters of financial reporting or other matters. The AC ensures that arrangements are in place for the independent investigation
of such matters and for appropriate follow-up action.

To allow staff to raise concerns about improprieties, the Company has in place a whistle-blowing hotline managed by the
Company’s Internal Audit Department.

) WMaking recommendations to the Board on the appointment, re-appointment and removal of the external auditors, and
approving the remuneration and terms of engagement of the external auditors.

1] Meeting with the external auditors, and with the internal auditors, without the presence of the Management, at least annualty.

(k)  Monitoring Interested Person Transactions and conflict of interest situations that may arise within the Group in¢luding any
transaction, procedure or course of action that raises questions on management's integrity. The AC is also required to ensure
that Directors report such transactions quarterly via SGX-ST announcements and annually to shareholders via the
Annual Report.

()] Undertaking any other functions agreed by the AC and the Board.
The AC: has nominated Ernst & Young for re-appointment as auditors of the Company at the forthcoming Annual General Meeting.

The AC conducts an annual review of the independence and objectivity of Ernst & Young, the Group's external auditors. For the

' financial year ended 28 December 2007, the AC undertook a review of the volume of non-audit services provided by the external

| auditors to assess whether the nature and extent of those services might prejudice the independence and objectivity of the auditors.
The AC was satisfied that such services did not affect the independence of the external auditors. The AC also reviewed the cost-
effectiveness of the audit conducted by the external auditors.

The AC convened four meetings during the financial year with full attendance from all members. The attendees at these meetings
included the Group President & Chief Executive Officer, Group Deputy President & Chief Financial Officer, Vice President of Group
Financa, Group Internal Auditor and external auditors, where required.

Auditors

The auditors, Ernst & Young, have expressed their willingness to accept re-appointment.

On behalf of the Directors

- = Tupesar

' Cheng Wai Keung Thomas Held
Director Director

Singapore, 12 February 2008
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STATEMENT BY DIRECTORS

In the opinion of the Directors,

{a) the balance sheet and statement of changes in equity of the Company and the consolidated financial statements of the Group
as set out on pages 14 to 104 are drawn up so as to give a true and fair view of the state of affairs of the Company and of the
Group as at 28 December 2007, changes in equity of the Company and of the Group and results of the business and cash
flows of the Group for the financial year then ended; and

(b)  at the date of this statement there are reasonable grounds to believe that the Company will be able to pay its debts as and
when they fall due.

On behalf of the Directors

N Tnpear

Cheng Wai Keung Thomas Held
Director Director

Singapore, 12 February 2008
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AUDITORS’ REPORT

To tha Members of Neptune Orient Lines Limited

We have audited the accompanying financial statements of Neptune Crient Lines Limited (the "Company”} and its subsidiaries
(collectively, the "Group™) set out an pages 14 to 104 for the financial year ended 28 December 2007, which comprise the balance
sheets of the Group and the Company as at 28 December 2007, the statements of changes in equity of the Group and the Company,
the income statement and cash flow statement of the Group for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Directors’ Responsibility for the Financial Statements

The Company’s directors are responsible for the preparation and fair presentation of these financial statements in accordance with
the provisions of the Singapore Companies Act, Cap 50 {the “Act") and Singapore Financial Reporting Standards. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Qur responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance

with Singapore Standards on Auditing. Those Standards require that we comply with ethical requirements and ptan and perform our
: audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.

| The procedures selected depend on the auditor's judgment, including the assessment of the risks of materia! misstatement of the

| financial statements, whether due to fraud or emor. In making those risk assessments, the auditor considers internal control relevant
to the entity's preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for cur audit opinion.

In our opinion,

(a)  the consolidated financial stalements of the Group and the balance sheet and statement of changes in equity of the Company
are properly drawn up in accordance with the provisions of the Act and Singapore Financial Reporting Standards so as to give
a true and fair view of the state of affairs of the Group and the Company as at 28 December 2007 and the results, changes in

equity and cash flows of the Group and the changes in equity of the Company for the year ended on that date; and

(b)  the accounting and other records required by the Act to be kept by the Company and by those subsidiaries incorporated in
Singapore of which we are the auditors have been properly kept in accordance with the provisions of the Act.

ety

Ernst & Young
Certified Public Accountants

Singapore, 12 February 2608
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CONSOLIDATED INCOME STATEMENT

For the Financial Year Ended 28 December 2007

Group

2007 2006

Note US$’000 Us$’'000

Revenue 5 8,159,977 7,263,500

Cost of sales 6 {6,865,603) {6,135,304)

Gross profit 1,294,374 1,128,196
Other gains (net)

- Miscellaneous 5 47,909 30,522

- Finance and investment income 5 26,703 29,129

Expenses

| - Administrative 6 (717,443} (720,725)

- Finance 7 (44,013} (45,994}

- Impairment in value of goodwill arising on consolidation 6 - (99,999)

- Other operating 6 (32,113} (52,561}

Share of results of associated companies 15,27 3,300 1,640

Share of results of joint ventures 16 7,146 2,637

Profit before income tax 585,863 272,845

Income tax {expense)/credit 9 {53,900) 100,390

Net profit for the financial year 531,963 373,235
Attributable to:

Equity holders of the Company 522,761 363,743

_ Minority interest 9,202 9,492

531,963 373,235

Group

2007 2006

Earnings per share Note US cts US cts

Basic 10 35.72 25.00

Diluted 10 35.33 ] 24.92

The accompanying notes form an integrat part of these financial statements.
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BALANCE SHEETS

As at 28 December 2007

Group Company
2007 2006 2007 2006
Note uUS$000 USS$'000 USs$'000 USs$'000
Assets
Current Assets
Cash and cash equivalents 1 504,365 694,313 44,584 26,111
Trade and other receivables 12 1,044,710 907,085 579,694 735,454
Inventories at cost 161,126 101,567 - -
Derivative financial instruments 13 119,918 45,225 57,990 41,526
QOther current assets 12 54,004 36,491 589 551
Total current assets 1,884,123 1,784,681 682,857 803,642

Non-current Assets

Investments in subsidiaries 14 - - 996,358 1,007,739
Investments in associated companies 15 15,107 8,736 1 24
Investments in joint ventures 16 23,004 17,112 - -
Available-for-sale financial assets 17 147 323 - 11
Property, plant and equipment 18 2812777 2,168,365 283,111 47,153
Investment properties 19 21,348 23114 - -
Deferred charges 20 4,213 3.311 - -
Intangible assets 21 32,927 26,115 143 26
Goodwill arising on consolidation 22 121,454 121,454 - -
Deferred income tax assets 9 20,506 43,786 - -
Other non-current assets 23 73,105 73,889 2,586 3,098
Total non-current assets 3,124,588 2,486,205 1,282,197 1,058,051
Total Assets 5,008,711 4,270,886 1,965,054 1,861,693
Liabilities
Current Liabilities
Trade and other payables 25 1,116,496 915,633 93,498 86,703
Current income tax liabilities 9 32,313 36,364 18,660 18,166
Borrowings 26 54,263 141,683 2,268 8,539
Provisions 27 38,572 47,029 370 a26
Deferred income 28 4,663 4637 - -
Derivative financial instruments 13 59,406 67,132 57.931 41,526
Other current liabilities 25 238,218 178,472 - -
Total current liabilities 1,543,931 1,390,850 172,727 155,860
Non-current Liahilities
Borrowings 26 537,252 530,412 - -
Provisions 27 123,613 115,987 - -
Deferred income 28 537 5,478 - -
Deferred income tax liabilities ¢] 18,180 17,148 11,310 10,329
Other non-current liabilities 29 77.981 68,816 - -
Total non-current liabilities 757,563 737,841 11,310 10,329
Total Liabilities 2,301,494 2,128,781 184,037 166,189
Net Assets 2.707.217 2.142.085 1,781,017 1,685,504
Equity
Share capital 31 840,738 822,066 840,738 822,066
- Treasury shares 31 (6,926) - (6,926} -
i 833,812 822,066 833,812 822,066
Shares held by employee benefit trust 31 (610) (2,482} - -
Treasury shares reserve (78) - {78} -
Fareign currency translation reserve 15,971 10,240 - -
Retained earnings 1,726,025 1,280,755 918,017 852,015
Share-based compensation reserve 29,207 21,423 29,207 21,423
Hedging reserve 57,523 (23,449) 59 -
Fair value reserve 68 164 - —
Capital and reserves attributable to equity
holders of the Company 2,661,918 2,108,717 1,781,017 1,695,504
Minority interest 45,299 33,378 - -
Total Equity 2,707,217 2,142,095 1,781,017 1,695,504
Net current assets 340,192 393,731 510,130 647,782
The accompanying notes form an integral part of these financial statements.
|
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the Financial Year Ended 28 December 2007

Group

Shares held
Share Treasury by employes Treasury
capital shares henefit trust shares reserve
2007 Note US$'000 us$'000 Us$'000 USS$'000

Balance at 3Q December 2006 822,066 - {2,482} -
Fair value gains on cash flow hedges - - - -

Fair value gains on cash flow hedges
transferred to the income statement - - - -
| Fair value loss on available-for-sale
financial asset 17 - - - -
Tax on fair value gains and losses g - - - -
Curmrency translation differences - - - -

Net gains/{losses) recognised directly in equity - - - -
Net profit for the financial year - - - -
Total gains/{losses) recognised for the

financial year - - - -

Dividends to equity holders 32 - - - - i
Dividends to minority interest - - - -
Acquisition of additional interests in a subsidiary - - - -
Capital contribution by minority interest - - - -
Disposal of a subsidiary - - - -
Employee equity compensation schemes:

- value of employee services - - - -

- proceeds from shares issued 31 18,672 - - -

- treasury shares re-issued K3 - 353 - (78)
Purchase of treasury shares 3 - {(7.279) - -
Sale of shares by employee benefit trust 31 - - 1,872 -

Balance at 28 December 2007 840,738 (6,926) {610} (78)

The accompanying notes form an integral part of these financial statements.

18 Nsptune Orient Lines Limited {Incarporated in Singapore) and its Subsidiaries Annual Report 2007 (Supplement}




Capital and reserves attributable to equity holders of the Company

Foreign
currency Share-based
transiation Retained compensation Hedging Fair value Minority Total
reserve earnings reserve reserve reserve interest equity
Us$000 US$'000 USs$’000 us$'000 US$'000 uUs$'000 US$'000
10,240 1,280,755 21,423 {23,449) 164 33,378 2,142,095
- - - 140,654 - - 140,654
- - - {58,693) - - (58,693)
- - - - (150} - (150)
- - - {989) 54 - {935)
5731 - - - - (67) 5,664
5,731 - - 80,972 {96) (67) 86,540
- 522,761 - - - 9,202 531,963
573 522,761 - 80,972 {96} 9,135 618,503
- (77,491) - - - - (77.491)
_ _ — - - (897} (897)
- - - - - (14) {14}
- - - - - 28 28
- - - - - 3,669 3,669
- - 10,532 - - - 10,5632
- - (2,645} - - - 16,027
- - (103} - - - 172
- - - - - - (7.279)
- - - - - - 1.872
15,971 1,726,025 29,207 57,523 68 45,299 2,707,217
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued)

For the Financial Year Ended 28 December 2007

Group

Shares held

Share Share by employee
capital premium benefit trust
| 2006 Note US$'000 US$'000 US$'000

Balance at 31 December 2005 814,447 556,586 {1,399)
Employee equity compensation schemes:

- proceeds from shares issued 31 913 2,758 -
Capital distribution to equity holders K3 - (555,814) -
Balance before transfer of share premium reserve to

share capital 815,360 3,530 (1,399}

Transfer of share premium reserve to share capital

upon implementation of Companies (Amendment)

Act 2005" 31 3,530 {3.530) -
Balance after transfer of share premium reserve to

share capital 818,890 - (1,399}

Fair value losses on cash flow hedges - - -
Fair value losses on cash flow hedges
transferred to the income statement - - -

Fair value toss on hedged risk of medium term note - - -
Fair value loss on hedged risk of medium term note
transferred to the income staternent - - -
Net fair value losses on available-for-sale
financial assets 17 - - - ‘
Tax on fair value gains and losses ] - - -

Currency translation differences - - - |
Net gains/{losses) recognised directly in equity - - -
Net profit for the financial year - - - |

Total gains/(losses} recognised for the financial year - - -

Dividends to equity holders 32 - - -
Dividends to minority interest - - -
Capital contribution by minority interest - - -

Disposal of subsidiaries - - -
Employee equity compensation schemes:
- value of employee services - - -
- proceeds from shares issued 31 3,176 - -
Purchase of shares by employee benefit trust 31 - - {1,083)

Balance at 29 December 2006 822,066 - {2,482)

" With the implementation of the Companies {Amendment} Act 2005 on 30 January 2006, the concept of authorised share capital was abolished
and the shares of the Company have no par valus. Consequently, the balance in shara premium within equity as at 30 January 2006 had been
raclassified to the Company's share capital.

The accompanying notes form an integral part of these financial statements.
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Capital and reserves attributable to equity holders of the Company
Foreign
currency Share-based
translation Retained compensation Hedging Fair value Minority Total
reserve earnings reserve reserve reserve interest equity
Us$'000 US$'000 Us$'000 Us$'000 us$'000 Us$'000 US$’000
3,910 1,222,708 15,162 (14,577) 8,238 20,835 2,625,908
- - (1,794) - - - 1,877
- (268,942) - - - - (824,756)
3,810 853,764 13,368 (14,577} 8,238 20,835 1,803,029
3,910 853,764 13,368 (14,577} 8,238 20,835 1,803,029
- - - (11,673} - - (11,673}
: - - - 1,954 - - 1,954
| - - - (18,227) - - (18,227
l
- - - 18,227 - - 18,227
- - - - {7.980) - (7,980}
- - - 847 {94) - 753
6,330 - - - - (274) 6,056
! 6,330 - - {8.872) (8,074} (274) (10,890}
| - 363,743 - - - 9,492 373,235
i 6,330 363,743 - (8,872) {8.074) 9,218 362,345
- (36,752) - - - - {36,752)
- - - - - (2,166) (2,166}
. - - - - - 5,627 5,527
- - - - - (36) {36)
|
- - 9,320 - - - 9,320
- - (1,265) - - - 1,911
- - - - - - (1,083)
10,240 1,280,755 21,423 (23,449) 164 33,378 2,142,095
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STATEMENT OF CHANGES IN EQUITY
For the Financial Year Ended 28 December 2007
Company
Treasury Share-based
Share Treasury shares Retained compensation Hedging Total
capital shares reserve earnings reserve reserve equity
2007 Note US$'000 US$000 USHO000 US$000 US$'000  US$'000 US$000
Balance at 30 December 2006 822,066 - - 852,15 21,423 - 1,695,504
Fair value gains on cash flow hedges - - - - - 199 199
Fair value gains on cash flow hedges
transferred to the income statement - - - - - (140) (140}
Net gains recognised directly in equity - - - - - 59 59
Net profit for the financial year - - - 143,493 - - 143,493
Total gains recognised for
the financial year - - - 143,493 - 59 143,552
Dividends to equity holders 32 - - - (77,491} - - {77,491)
Employee equity compensation
schemes: '
- value of employee services - - - - 10,532 - 10,532
~ proceeds from shares issued 3 18,672 - - - {2,645) - 16,027
- treasury shares re-issued N - 353 (78) - (103) - 172
Purchase of treasury shares 31 - (7,279 - - - - (7,.279)
Balance at 28 December 2007 840,738 {6,926} (78) 918,017 29,207 59 1,781,017

The accompanying notes form an integral part of these financial statements.
-] |
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Share-based Fair

Share Share Retained compensation Hedging value Total

capital premium earnings reserve reserve  reserve equity

2006 Note US$000 US$000 US$000 USS'000 USS$'000 US$000 USHO000

Balance at 31 December 2005 814,447 556,586 1,020,722 15,162 {852) 8,017 2,414,082
Employee equity compensation

schemes:

- proceeds from shares issued 31 913 2,758 - (1,794) - - 1,877
Capital distribution to equity holders 31 -~ (555,814) (268,942) - - - (824,756}
Balance before transfer of share

premium reserve to share capital 815,360 3,530 751,780 13,368 (852) 8,017 1,591,203
Transfer of share premium

reserve to share capital upon

implementation of Companies

{Amendment) Act 2005" K3l 3,530 {3,530) - - - - -
Balance after transfer of share

premium reserve to share capital 818,890 - 751,780 13,368 (852) 8,017 1,591,203
Fair value gains on cash flow

hedges - - - - 17,567 - 17,567
Fair value gains on cash flow

hedges transferred to the

income statement - - - - (16,715) - (16,715)
Fair value loss on hedged risk

of medium term note - - - - {18,227) - (18,227)
Fair value loss on hedged risk

of medium term note transferred

to the income statement - - - - 18,227 - 18,227
Fair value loss on available-for-sale

financial asset 17 - - - - - (8,017) {8,017)
Net gains/{losses) recognised

directly in equity - - - - 852 (8,017) (7,165}
Net profit for the financial year - - 136,987 - - - 136,987
Total gains/{losses) recognised

for the financial year - - 136,987 - 852 (8,017) 129,822
Dividends to equity holders 32 - - (36,752) - - - (36,752)
Employee equity compensation

schemes:

- value of employee services - - - 9,320 - - 9,320

- proceeds from shares issued 3 3,176 - - (1,265) - - 1,911
Balance at 29 December 2006 822,066 - 852,015 21,423 - - 1,695,504

" With the implementation of the Companies {Amendment) Act 2005 on 30 January 2008, the concept of authorised share capital was abolished

and the shares of the Company have no par value. Consequently, the batance in share premium within equity as at 30 January 2006 had been
reclassified to the Company's share capital.

The accompanying notes form an integral part of these financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

Eor the Financial Year Ended 28 December 2007

2007 2006
US$'000 uss$'o00
|
Cash Flows from Operating Activities
Profit before income tax 585,863 272,845
Adjustments for:
! Amortisation of non-current assets and deferred income (446) 2,466
} Depreciation of property, plant and equipment 254,138 244 276
‘ Depreciation of investment properties 478 470
! Fair value losses on cash flow hedge
- cross currency interest rate swap: discontinuation of cash flow hedge - 1,573
Fair value losses on fair value hedge
- cross currency interest rate swap: hedging instrument - 2,037
Fair value gains on long term borrowings
- medium term note: fair vatue hedge adjustment - (257)
Premium on bunker call option 5,459 -
Interest expense 36,465 37,502
Interest income (25,776} {23.794)
Investment income (25) (60}
Share-based compensation costs 10,532 9,981
Write-off of inventories 347 103
Fair value losses/{gains) on shares held by employee benefit trust 1,813 {703)
Net profit on disposal of property, plant and equipment {24,022) (7.,437)
Net loss on disposal of intangible assets - 102
Net profit on disposal of subsidiaries - (2,295)
Net (profit)/toss on disposal of associated companies (419) 20
Net profit on disposa! of available-for-sale financial assets (153) (2.579)
Net loss on disposal of other non-current investments 1M -
Net provision for impairment of loans and non-trade debts to associated companies 1,263 2,412
Net (write-back of)/provision for impairment of loans receivable 279) 2,906
Net write-back of provision for impairment in value of property, plant and equipment (230} (1,180)
(Write-back of)/provision for impairment in value of investment properties (1,570} 625
Provision for impairment in value of a joint venture company - 2,075
Provision for impairment in value of available-for-sale financial asset - 4,833
Net proviston for/(write-back of) impairment of other non-current assets 201 {344)
Impairment in valua of goodwill arising on consolidation - 99,939
Net provision for restructuring and termination costs 1,235 13,171
Net provision for insurance, litigation and other claims,
net of reimbursement of US$12.4 million {2006: US%11.2 miltion) 20,007 28,821
Net provision for drydocking costs 2,097 1,223
Share of results of associated companies {3,300) (1,640)
Share of results of joint ventures (7,146} (2,637
Unrealised translation losses 4,541 151
Operating cash flow before working capital changes 861,084 684,665
Changes in operating assets and liabilities, net of effects from disposal of subsidiaries:
Receivables (170,917) {64,809)
Inventories (60,104) (3,772)
Payables 242 654 14,598
Net amount due from associated companies 968 {2.664)
Cash generated from operations 873,685 628,018
Interest paid (36,735) (34,725}
Interest received 25,341 23,811
Net income tax paid (34,366) (57,239)
Net cash inflow from oaperating activities 827,925 559,865

The accompanying notes form an integra! part of these financial statements.
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2007 2006

USs$'000 US$'000
Cash Flows from Investing Activities
Acquisition of additional interests in a subsidiary (14) -
Investment in an associated company (3,924) -
Investment in a joint venture - (94)
Net proceeds from/(repayment of) loans receivable 251 {2,771)
Investment income received 25 60
Dividends received from an associated company 353 2,002
Dividends received from a joint venture 1,260 125
Adclitions in other non-current investments (734) {1,178)
Purchase of property, plant and equipment {911,830) (172,381)
Subsequent expenditure on investment properties (18) 5}
Purchase of intangible assets {1,209) (5,533)
Proceeds from disposal of property, plant and equipment 34,763 12,725
Proceeds from disposal of an investment property 4,245 -
Proceeds from disposal of available-for-sale financial assets 165 4,306
' Prozeeds from disposal of other non-current investments 76 9
. Net cash inflow (net of transaction costs) from disposal of subsidiaries,
net of cash disposed'® 13,112 2,238
Net cash outflow from investing activities (B863,479) (160,497)
Cash Flows from Financing Activities
Proceeds from borrowings 13,134 414,745
Net cash inflow contributed by employee benefit trust 217 23
Capital distribution to equity holders - {824,756)
Dividends paid to equity holders {77,451} (36,752)
Dividends paid to minority interest (887 (2,1686)
Capital contribution by minority interest 28 5,527
Procesds from issue of new ordinary shares 16,027 3,788
Proceeds from re-issuance of treasury shares 172 -
Purchase of treasury shares {7.279) -
Repayment of borrowings {96,405) (125,940)
Net payment for early redemption of medium term note and termination
of cross currency interest rate swap - (298,204)
Payment of costs incurred in connection with long term financing {1,900} {2.266)
Net cash outflow from financing activities {154,394) (866,001)
Net Decrease in Cash and Cash Equivalents (189,948) (466,633)
Cash and Cash Equivalents at Beginning of Financial Year (Note 11) 694,313 1,160,946
. Cash and Cash Equivalents at End of Financial Year [Note 11) 504,365 694,313

% Please rafer to Note 11 for the summary of effect of disposal of subsidiaries on the Group's cash flows.

The accompanying notes form an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

For the Financial Year Ended 28 December 2007

These notes form an integral part of and should be read in conjunction with the accompanying financial statements expressed in
United States Dollars.

General

The Company is domiciled and incorporated in Singapore and is publicly traded on the Singapore Exchange. The address of
its registered office is as follows:

456 Alexandra Road, #06-00 NOL Bullding, Singapore 119962,

The principal activities of the Gompany are those of investment holding and the ownership and charter of shipping vessels,
as well as participation in ventures related to these activities and the principal activities of its subsidiaries.

The principal activities of the subsidiaries are:

i) investment holding and the ownership and charter of shipping vessels and other related assets;

ii) the provision of transportation services for containerised cargo in the global markets;

iy the provision of supply chain management, warehousing, distribution and customer logistics solutions (by way of
a global network of services spanning ocean, air and overland operations) to customers;

iv)  the operation of container terminals and provision of other related services;

v) participation in ventures related to the activities listed under {i}, (i), {iii} and (iv} above; and

vi)  the provision of other related and complementary services including ship management, engineering and repairs
to customers.

The Group also engages in other incidental activities such as the disposals of shipping vessels, containers and related assets
as well as non-core properties and assets from time to time.,

There have been no significant changes in the nature of these activities during the financial year,

The financial year of 2007 started on 30 December 2006 and ended on 28 December 2007 (2006: 31 December 2005 to
29 December 2006) as the Group and the Company adopted the last Friday of every calendar year to be their accounting
year-end date.

The Company's ultimate holding company is Temasek Holdings (Private) Limited, a company incorporated in Singapore.

Significant Accounting Policies

2.1 Basis of preparation

The financial statements have been prepared in accordance with Singapore Financial Reporting Standards (“FRS™). The
financial statements have been prepared under the historical cost convention, except as disclosed in the accounting
policies below.

The preparation of financial statements in confarmity with FRS requires management to exercise its judgement in the
process of applying the Group's accounting policies. It also requires the use of accounting estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the financial year. Although these
estimates are based on management’s best knowledge of current events and actions, actual results may ultimately
differ from those estimates. Critical accounting estimates and assumptions used that are significant to the financial
statements, and areas involving a higher degree of judgement or complexity, are disclosed in Note 4.

The accounting policies have been consistently applied by the Group and are consistent with those used in the previous
financial year except for the changes in accounting policies discussed in the following note.
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Changes in accounting policies

On 30 December 20086, the Group early adopted new or revised FRS which are effective for the financial period
beginning on or after 1 January 2007. Further, the Group adopted interpretations of FRS ( “INT FRS” ) that are mandatory
for application in the current financial year. The 2006 comparatives have been amended as required, in accordance with
the relevant transitional provisions in the respective FRS and INT FRS.

The following are the FRS and INT FRS that are relevant to the Group:

Amendments to FRS 1 Presentation of Financial Statements (Capital Disclosures)

FRS 40 Investment Property

FRS 107 Financial Instruments: Disclosures

INT FRS 107 Applying the Restatement Approach under FRS 29, Financial Reporting in
Hyperinflationary Economies

INT FRS 108 Scope of FRS 102, Share-based Payment

INT FRS 109 Reassessment of Embedded Derivatives

INT FRS 110 Interim Financial Reporting and Impairment

The adoption of the above FRS and INT FRS did not result in substantial changes to the Group's accounting policies and
did not have any significant impact on the Group except for the adoption of FRS 40, of which the effects are disclosed

in Note 3. FRS 107 and Amendments to FRS 1, which introduce new disclosures relating to financial instruments and
capital management respectively, are also discussed in Note 3.

2.2 Revenue recognition

Revenue for the Group is earned from the provision of the Group's services after eliminating sales within the Group, and
is recognised at the fair value of consideration received or receivable for the rendering of services, net of discount.

The Group recognises revenue when the amount of revenue and related cost can be reliably measured, it is probable
that future economic benefits will flow to the entity and when the specific criteria for each of the Group’s activities are
met as follows:

{a) Rendering of service - Liner services
Revenue from liner services is recognised on an accrual basis, using the percentage-of-completion method.

| {b} Rendering of service — Logistics services

The majority of revenue from fogistics services is derived from the storage, handling and transportation of customer
products. Such revenue is recognised when the services are provided. For shipments in transit, revenue is
recognised on an accrual basis, using the percentage-of-completion method. Recognition of handling revenue

is deferred until completion of the handling activity. Revenue is also recognised from fees earned upon the
performance of certain logistics outsourcing activities, such as freight forwarding and customs clearance services.
In this capacity, Logistics business unit acts, in substance, as an agent or broker on behalf of its customers.

{c) Dividend income
i Dividend income is recognised when the right to receive payment is established.

{d} Rental income
Rental income from operating leases of owned and leased assets is recognised on a straight-line basis over the
lease term,

{e} Interestincome
Interest income is recognised on a time-proportion basis, using the effective interest method.

e —
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2

Significant Accounting Policies {continued)

2.3 Group accounting

(@

(b)

Subsidiaries

Subsidiaries are entities (including special purpose entities) over which the Group has power to govern the financial
and operating policies, generally accompanied by a shareholding giving rise to the majority of the voting rights.
The existence and effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Group controls another entity.

Subsidiaries are consclidated from the date on which control is transferred to the Group. They are de-consolidated
from the date on which caontrol ceases. The purchase method of accounting is used to account for the acquisition
of subsidiaries by the Group. The cost of an acquisition is measured as the fair value of the assets given, equity
instruments issued or liabilities undertaken at the date of acquisition, plus costs directly attributable to the
acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination
are measured initially at their fair value on the date of acquisition, irrespective of the extent of minarity interest.
Please refer to Note 2.8 for the Group’s accounting policy on goodwill.

In preparing the consolidated financial statements, intercompany transactions, balances and unrealised gains on
transactions between group entities are eliminated. Unrealised losses are also eliminated unless the transaction
provides gvidence of an impairment of the asset transferred. Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies adopted by the Group.

Minority interest is that part of the net results of operations and of the net assets of a subsidiary attributable to
interests which are not owned directly or indirectly by the Group. It is measured at the minorities’ share of the fair
value of the subsidiaries’ identifiable assets and liabilities at the date of acquisition by the Group and the minorities’
share of changes in equity since the date of acquisition, except when the minorities’ share of losses in a subsidiary
exceeds its interests in the equity of that subsidiary. In such cases, the excess and further losses applicable to

the minority interests are attributed to the equity holders of the Company, unless the minorities have a binding
obligation to, and are able to, make good the losses. When that subsidiary subsequently reports profits, the profits
applicable to the minority interests are attributed to the equity holders of the Company until the minorities’ share of
losses previously absorbed by the equity holders of the Company are fully recovered.

A list of the Group's significant subsidiaries is shown in Note 41,
Please refer to Note 2.10 for the accounting policy on investments in subsidiaries.

Associated companies
Associated companies are entities over which the Group has significant influence, but not contro!, generally
accompanied by a shareholding of between and including 20% and 50% of the voting rights.

Investments in associated companies are accounted for in the consolidated financial statements using the equity
method of accounting. Investments in associated companies in the consolidated balance sheet include goodwill
(net of accumulated impairment losses) identified on acquisition. Please refer to Note 2.8 for the Group's accounting
policy on goodwill.

Investments in associated companies are initially recognised at cost. The cost of an acquisition is measured at the
tair value of the assets given, equity instruments issued or liabilities undertaken at the date of acquisition, plus costs
directly attributable to the acquisition.

In applying the equity method of accounting, the Group’s share of its associated companies' post-acquisition
profits or losses is recognised in the incorme statement and its share of post-acquisition movements in reserves

is recognised in equity directly. These post-acquisition movements are adjusted against the carrying amount of
the investment. When the Group’s share of losses in an associated company equals or exceeds its interest in the
associated company, including any other unsecured non-current receivables, the Group does not recognise further
losses, unless it has obligations on behalf of the associated company.
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Unrealised gains on transactions between the Group and its associated companies are eliminated to the extent
of the Group's interest in the associated companies. Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred. Accounting policies of associated companies have
been changed where necessary 10 ensure consistency with the accounting pelicies adopted by the Group.

There are no significant associated companies in the Group.
Please refer to Note 2.10 for the accounting policy on investments in associated companies.

{c} Joint ventures
Joint ventures are corporations, partnerships or other entities over which the Group has contractual agreements to
jointly share the control over the economic activity of the entities with one or more parties. The Group’s share of the
consolidated results of joint ventures are included in the consclidated financial statements under the equity method
on the same basis as associated companies. Please refer to Note 2.3(b).

There are no significant joint ventures in the Group.

Please refer to Note 2.10 for the accounting policy on investments in joint ventures.

2.4 Property, plant and equipment

(a) Measurement
Property, plant and equipment are initially recognised at cost and subsequently carried at cost less accumulated
depreciation and accumulated impairment losses (Note 2.12). The cost of property, plant and equipment includes
its purchase price and any cost that is directly attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management, including borrowing costs
incurred for the vessels under construction. The projected cost of dismantlement, removal or restoration is also
included as part of the cost of property, plant and equipment if the obligation for dismantlement, removal or
restoration is incurred as a consequence of acquiring or using the asset,

Upan acquisition of a vessel, the components of the vessel which are required to be replaced at the next
drydocking are identified. The cost of these components is depreciated over the period to the next estimated
drydocking date. Costs incurred on subsequent drydocking of vessels are capitalised and depreciated over the
period to the next drydocking date. When significant drydocking costs recur prior to the expiry of the depreciation
period, the remaining costs of the previous drydocking are written off in the month of the subsequent drydocking.

{b) Depreciation
No depreciation is provided on freehold land. Depreciation on freehold buildings and leasehold land and buildings
is calculated using the straight-line method to allocate their depreciable amount over their estimated useful lives or
their lease terms, if shorter. The estimated useful lives are as follows:
I

Freehold buildings 25 - 50 years
Leasehold land and buildings 5 - 66 years

No depreciation is provided on vessels under construction. Depreciation on vessels in operation is calculated
to reduce the cost of such assets to their estimated scrap value. The depreciable amount is allocated over the
estimated useful lives using the straight-line method. The estimated usefu! lives are as follows:

Shipping vessels 5-25years

Depreciation on other property, plant and equipment is calculated using the straight-line method to allocate their
depreciable amount over their estimated useful lives. The estimated usefu! lives are as follows:

Plant & machinery and operating equipment 3-20years
Computers and software 3- Syears
Motor vehicles, office equipment, furniture, fixtures and fittings 3-10years

The residual values and estimated useful lives of property, plant and equipment are reviewed, and adjusted as
appropriate, at each balance sheet date, The effects of any revision are recognised in the income statement when
the changes arise.
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2.

Significant Accounting Policies {continued)

2.4 Property, plant and equipment (continued}

2.5

2.6

2.7

(c)

]

Subsequent expenditure

Subsequent expenditure relating to property, plant and equipment that has already been recognised is added to

the carrying amount of the asset only when it is probable that future economic benefits associated with the item, in
excess of the originally assessed standard of performance, will flow to the Group and the cost of the item can be
measured reliably. All other repair and maintenance expense are recognised in the income statement when incurred.

Disposal
On disposal of an item of property, plant and equipment, the difference between the net disposal proceeds and its
carrying amount is taken to the income statement.

Investment properties

(@

(b)

&)

(d)

Measurement

Investment properties represent the Group's interests in freehold fand and buildings that are held for long-term
rental yields and/or capital appreciation, Investment properties are initially recognised at cost and subsequently
carried at cost less accumulated depreciation and accumulated impairment losses (Note 2.12).

Depreciation
No depreciation is provided on freehold land. Depreciation on freehold buildings is calculated using the straight-line
methed to allocate their depreciable amount over the estimated useful life. The estimated useful lives are as follows:

Freehold buildings 15 - 50 years

The residual values and estimated useful lives of investment properties are reviewed, and adjusted as appropriate
al each balance sheet date. The effects of any revision are recognised in the income statement when the changes
arise.

Subsequent expenditure

Investment properties are subject to renovations or improvements at regular intervals. The cost of major renovations
and improvements is capitalised as addition and the carrying amounts of the replaced components are written

off to the income statement. The cost of maintenance, repairs and minor improvement is charged to the income
statement when incurred.

Disposal
On disposal of an investment property, the difference between the net disposal proceeds and its carrying amount is
taken to the income statement.

Borrowing costs

Borrowing costs are recognised in the income statement on a time-proportion basis using the effective interest method
excepl for those costs that are directly attributable to borrowings acquired specifically for the construction of vessels.
The actual borrowing costs incurred during the period less any investment income on the temporary investment of these
borrowings are capitalised as part of the cost of vessels under construction.

Deferred charges

Deferred charges relate to costs incurred in connection with tong term financing facilities which are deferred and
amortised on a straight-line basis over the tenure of the credit facilities,
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2.8 Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group's share of the identifiable
net assets and contingent liabilities of the acquired subsidiaries, associated companies and joint ventures at the date of
acquisition.

Goedwill on subsidiaries is recognised separately as goodwill arising on consolidation and carried at cost less
accumulated impairment losses (Note 2.12).

Goodwill on associated companies and joint ventures is included in the carrying amounts of the investments in
associated companies and joint ventures respectively.

Gains and losses on the disposal of subsidiaries, associated companies and joint ventures include the carrying amount
of goodwill relating to the entity sold.

2.9 Intangible assets
Intangible assets are stated at cost less accumulated amortisation and accumulated impairment losses (Note 2.12).

(a) System technology and software
Where system technology and software is not an integral part of the related hardware, it is treated as an intangible
asset. Computer software that is an integral part of the related hardware is treated as part of the hardware and
classified as property, plant and equipment (Note 2.4).

Costs that are directly associated with the production of identifiable and unique software products controlled by
the Group and the Company, and that will prabably generate economic benefits exceeding costs beyond one year,
are recognised as intangible assets. Direct costs include software development employes costs and an appropriate
portion of relevant overheads.

Acquired computer software licences are initially capitalised at cost which includes the purchase price (net of
any discounts and rebates) and other directly attributable cost of preparing the asset for its intended use. Direct
expenditure, which enhances or extends the performance of computer software beyond its original specifications
and which can be reliably measured, is recognised as a capital improvement and added to the original cost of the
software. Costs associated with maintaining computer software are recognised as an expense as incurred.

Software costs which are assessed as having no continuing econaomic value are written off to the income statement.

{b) Contract and lease advantages
Contract and lease advantages are separately identified and recognised upon acquisitions of subsidiaries. Contract
and lease advantages represent the relevant contracts and lease agreements which have favourable terms
compared to market.

(¢} Terminal berthing rights
This represents amounts paid to obtain absolute berthing priority rights at a terminal over a contract period of
20 years.

(d) License fee
This represents an amount paid to obtain the rights to operate railway container transportation services in a country

that a subsidiary operates in, over a period of 20 years.

Intangible assets are amortised using the straight-line method over their estimated useful lives, which are as follows:

System technology and software 5 years
Contract and lease advantages 5- 20 years
Terminal berthing rights 20 years
License fee 20 years

The amontisation period and amortisation method of intangible assets other than goodwill are reviewed at least at each
balance sheet date. The effects of any revision of the amortisation period or amortisation method are included in the
income statement for the financial year in which the change arises.
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2. Significant Accounting Policies (continued)

2.10 Investments in subsidiaries, associated companies and joint ventures

Investments in subsidiaries, associated companies and joint ventures are carried at cost less accumulated impairment
losses (Note 2.12) in the Company’s balance sheet.

On disposal of investments in subsidiaries, associated companies and joint ventures, the difference between disposal
proceeds and the carrying amounts of the investments are recognised in the income statement.

2.11 Financial assets

{a) Classification
The Group classifies its financial assets in the following categories: loans and receivables and available-for-sale
financial assets. The classification depends on the purpose for which the assets were acquired. Managemeant
determines the classification of these financial assets at initial recognition and re-evaluates this designation at every
balance sheet date.

) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They are included in current assets, except those maturing later than 12 months
after the balance sheet date which are classified as non-current assets.

The Group classifies the following financial assets as loans and receivables:

- Cash and cash equivalents
- Trade and other receivables
- Deposits

(i) Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets that are either designated in this category
or not classified in any of the other categories. They are included in non-current assets unless management
intends to dispose of the assets within 12 months after the balance sheet date.

(b} Recognition and derecognition
Purchases and sales of financial assets are recognised on trade-date - the date on which the Group commits
to purchase or sell the asset. Financial assets are derecognised when the rights to receive cash flows from the
financial assets have expired or have been transferred and the Group has transferred substantially all risks and
rewards of ownership.

On disposal of a financial asset, the difference between the sale proceeds and the carrying amount is recognised
in the income statement. Any amount in the fair value reserve relating to that asset is transferred to the income
statement.

{c) Initial measurement
Financial assets are initially recognised at fair value plus transaction costs.
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{d} Subseguent measurement
Available-for-sale financial assets are subsequently carried at fair value. Loans and receivables are subsequently
carried at amortised cost using the effective interest method.

Interest and dividend income on available-for-sale financial assets are recognised separately in the income
statement. Changes in fair values of available-for-sale equity securities {i.e. non-monetary items) are recognised in
the fair value reserve within equity, together with the related currency translation differences.

{e) Impairment
The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a
group of financial assets is impaired and recognises an allowance for impairment when such evidence exists.

i} Loans and receivables
If there is objective evidence that an impairment loss on financial assets carried at amortised cost has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted at the original effective interest rate. The carrying
amount of the asset is reduced through the use of an allowance account. The amount of the allowance for
impairment is recognised in the income statement.

When the asset becomes uncollectible, the carrying amount of impaired financial assets is reduced directly or
if an amount was charged to the allowance account, the amounts charged to the allowance account are written
off against the carrying value of the financial asset. Subsequent recoverias of amounts previously written off are
recognised against the same line item in the income statement.

To determine whether there is objective evidence that an impairment loss on financial assets has been incurred,
the Group considers factors such as significant financial difficulties or probability of insolvency of the debtor
and default or significant delay in payments.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised impairment
loss is reversed to the extent that the carrying value of the asset does not exceed its amortised cost at the
reversal date. The amount of reversal is recognised in the income statement,

{ii) Available-for-sale financial assets
Significant or prolonged declines in the fair value of the security helow its cost and the disappearance of an
active trading market for the security are objective evidence that the security is impaired.

When there is objective evidence that an available-for-sale financial asset is impaired, the cumulative fair value
loss that was previously recognised in the fair value reserve is transferred to the income statement. Reversal of
impairment losses in respect of equity instruments are not recognised in the income statement.
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2. Significant Accounting Policies (continued)

2.12 Impairment of non-financial assets

{a) Goodwill arising on consolidation
Goodwill arising on consolidation is tested for impairment annually and whenever there is indication that the
goodwill may be impaired.

For the purpose of impairment testing of goodwill arising on consolidation, goodwill is allocated to each of the
Group's cash-generating units (“CGU") expected to benefit from synergies arising from the business combination.

An impairment loss is recognised in the income statement when the carrying amount of a CGU, including the
goodwill, exceeds the recoverable amount of the CGU. Recoverable amount of the CGU is the higher of a CGU’s
fair value less cost to sell and value-in-use.

The total impairment loss of a CGU is allocated first to reduce the carrying amount of goodwill allocated to the CGU
and then to the other assets of the CGU pro-rata on the basis of the carrying amount of each asset in the CGU.

Impairment loss on goodwill is recognised in the income statement and shall not be reversed in a subseguent
period.

(b imtangible assets
Property, plant and equipment
Investment properties
Investments in subsidiaries, associated companies and joint ventures

intangible assets, property, plant and equipment, investment properties and investments in subsidiaries, associated
companies and joint ventures are tested for impairment whenever there is any objective evidence or indication that
these assets may be impaired.

For the purpose of impairment testing, the recoverable amount (i.e. the higher of the fair value less cost to sell and
the value-in-use) is determined on an individual asset basis unless the asset does not generate cash flows that are
largely independent of those from other assets. If this is the case, recoverable amount is determined for the CGU to
which the asset belongs.

If the recoverable amount of the asset (or CGU) is estimated to be less than its carrying amount, the carrying
amount of the asset (or CGU) is reduced to its recoverable amount.

The difference between the carrying amount and recoverable amount is recognised as an impairment loss in the
income statement.

An impairment loss for an asset other than goodwill is reversed if, and only if, there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. The
carrying amount of an asset other than goodwill is increased to its revised recoverable amount, provided that this
amount does not exceed the carrying amount that would have been determined (net of accumulated amortisation
or depreciation) had no impairment loss been recognised for the asset in prior years.

| A reversal of impairment loss for an asset other than goodwill is recognised in the income statement.

2.13 Financial guarantees

The Company has issued corporate guarantees to banks for bank borrowings of its subsidiaries and associated
companies. These guarantees are financial guarantees as they require the Company to reimburse the banks if the
subsidiaries or associated companies fail to make principal or interest payments when due in accordance with the terms
of their borrowings. Financial guarantees are initially recognised at their fair values plus transaction costs.

Financial guarantees are subsequently amortised to the income statement over the period of the borrowings, unless it is
probable that the Company will reimburse the bank for an amount higher than the unamortised amount. In this case, the
financial guarantees shall be carried at the expected amount payable to the bank.
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Borrowings are initially recognised at fair value (net of transaction costs incurred} and subsequently carried at amortised
cost. Any difference between the proceeds (net of transaction costs} and the redempticn value is recognised in the
income statement over the period of the borrowings using the effective interast method.

Borrowings which are due to be settled within twelve months after the balance sheet date are presented as current
borrowings in the balance sheet. Other borrowings due to be settled more than twelve months after the balance sheet
date are presented as non-current borrowings in the balance sheet.

Accounting for leases

(a} When a Group entity is the lessee:
The Group leases certain property, plant and equipment from third parties.

i

i)

2.14 Borrowings
2.15

|

|

Finance leases
Leases of property, plant and equipment where the Group assumes substantially all risks and rewards incidental
to ownership of the leased assets are classified as finance leases.

The leased assets and the corresponding lease liabilities (net of finance charges} under finance leases are
recognised on the balance sheet as property, plant and equipment and borrowings respectively at the inception
of the leases based on the lower of the fair value of the leased assets and the present value of the minimum
lease payments.

Each lease payment is apportioned between the finance expense and the reduction of the outstanding lease
liability. The finance expense is recognised in the income statement on a basis that reflects a constant periodic
rate of interest on the finance lease liability.

The property, plant and equipment acquired under finance leases are depreciated over the shorter of the useful
life of the asset or the lease term in accordance with the Group’s depreciation policy.

Operating leases

Leases of property, plant and equipment where substantially all risks and rewards incidental to ownership are
retained by the lessors are classified as operating leases. Payments made under operating leases (net of any
incentives received from the lessors) are recognised in the income statement on a straight-line basis over the
period of the lease. The difference between the actual lease payment and the amount taken to the income
statemment is capitalised as deferred lease payables.

Contingent rent is the portion of the lease payments that is not fixed in amount but is based on a factor other
than just the passage of time, for example, market interest rates. Contingent rent is recognised as an expense
in the income statement when incurred.

Profits on sale and leaseback transactions which constitute operating leases are recognised immediately in
the income statement when such sale and leaseback transactions are established at fair value. If the sale price
is below fair value, any profit or loss shall be recognised immediately except that, if the loss is compensated
for by future lease payments at below market price, it shall be deferred and amortised in proportion to the
lease payments over the period for which the asset is expected to be used. If the sale price is above fair value,
the excess over fair value shall be deferred and amortised over the period for which the asset is expected

to be used.

When an operating lease is terminated before the lease period has expired, any payment required to be made to
the lessor by way of penalty is recognised as an expense in the financial year in which termination takes place.
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2. Significant Accounting Policies (continued)

2.15 Accounting for leases (continued)

(b} When a Group entity is the lessor:
The Group leases certain property, plant and equipment under operating leases to third parties.

() Operating leases
Assets leased out under operating leases are included in property, plant and equipment and are stated at cost
less accurnulated depreciation and accurnulated impairment fosses.

Rental income (net of any incentives given to lessees) is recognised in the income staterment on a straight-line
basis over the lease term. The ditference between the actual lease receipt and the amount taken to the income
statement is capitalised as deferred lease receivables.

Initial direct costs incurred by the Group in negotiating and arranging an operating lease are added to the
i carrying amount of the leased asset and recognised as an expense in the income statement over the lease term
on the same basis as the lease income.

Contingent rent is the portion of the lease receipts that is not fixed in amount but is based on a factor other

than just the passage of time, for example, market interest rates. Contingent rent is recognised as income in the
income statement when earned.

2.16 Inventories
Inventories mainly comprise bunkers and consurmnable stores. Inventories are stated at the lower of cost and net

realisable value. Cost is derived on a weighted average basis. Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable selling expenses.

2.17 Trade and other payables

Trade and other payables ara initially recognised at fair value and subsequently carried at amortised cost, using the
effective interest method.
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2.18 Taxation

Current income tax for current and prior periods is recognised at the amount expected to be paid to or recovered from
the tax authorities, using the tax rates and tax laws that have been enacted or substantially enacted by the balance
sheet date.

No provision is made for taxation on qualifying shipping income derived from the Group’s vessels which is exempt
from taxation under Section 13A of the Singapore Income Tax Act and the Singapore's Approved International Shipping
Enterprise Incentive.

A concessionary tax rate is applied to certain qualifying shipping logistics income under the Approved Shipping
Logistics Enterprise Incentive. The incentive also covers income from network companies for corporate management
services provided.

Deferred tax assets and liabilities are recognised for all temporary differences, except:

— where the deferred tax arises from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction affects neither the accounting profit nor taxable profit or loss;

— inrespect of temporary differences asscciated with investments in subsidiaries, associated companies and joint
ventures, where the timing of the reversal of the temporary differences can be controlled by the Group and it
is probable that the temporary differences will not reverse in the foreseeable future; and

- inrespect of deductible temporary differences and carry-forward of unused tax credits and unused tax losses, if it
is not probable that future taxable profit will be available against which the deductible temporary differences and
carry-forward of unused tax credits and unused tax losses can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profit wil! be availabte to allow all or part of the deferred income
tax asset to be utilised. Unrecognised deferred income tax assets are reassessed at each balance sheet date and are
recognised to the extent that it has become probable that future taxable profit will allow the deferred tax asset to be
recovered.

Deferred income tax assets and liabilities are measured:

| {a) atthe tax rates that are expected to apply when the related deferred income tax asset is realised or the deferred
| income tax liability is settled, based on tax rates and tax laws that have been enacted or substantially enacted by
| the balance sheet date:; and

(b) based on the tax consequence that would follow from the manner in which the Group expects, at the balance sheet
date, to recover or settle the carrying amounts of its assets and liabilities.

Current and deferred income tax are recognised as income or expenses in the income statement for the period, except
to the extent that the tax arises from a business combination or a transaction which is recognised directly in equity.
Deferred tax on temporary differences arising from fair value gains and losses on available-for-sale financial assets and
cash flow hedges are charged or credited directly to equity in the same period the temporary differences arise. Deferred
tax arising from a business combination is adjusted against goodwill on acquisition.

__
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2. Significant Accounting Policies (continued)

2.19 Provisions

Provisions are recognised when the Group has a legal or constructive obligation as a result of past events, it is probable
that an outflow of resources will be required to settle the obligation and a reliable estimate of the amount can be made.
If the effect of the time value of money is material, provisions are measured at the present value of the expenditure using
a pre-tax discount rate that reflects the current market assessment of the time value of money and the risks specific to
the obligation. Where the Group expects a provision to be reimbursed, for example under an insurance contract, the
reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. The details and
methodology for estimating the amount of provision required are set out in Note 27.

2.20 Employee benefits

{a) Employee leave entitlement
Employee entitlements to annual leave are recognised when they accrue to employees. A provision is made for the
estimated liability for annual leave as a result of services rendered by employees up to the balance sheet date.

(b} Post-employment benefit plans
The Group operates both defined benefit and defined contribution post-employment benefit plans.

) Defined benefit plans
The Group has defined benefit pension plans which generally call for benefits to be paid to eligible employees
of certain subsidiaries at retirement, based on either the “cash balance” credited to each employee’s account,
or years of credited service and pensionable compensation. The Group's general policy is to fund pension costs
at no less than the statutory requirement.

In addition, certain subsidiaries in the Group contribute to a number of collectively bargained, multi-employer
plans that provide pension benefits to certain union-represented employees. These contributions are
determined in accordance with the provisions of negotiated labour contracts.

For defined benefit plans, pension costs are assessed using the projected unit credit method: the cost of
providing pensions is charged to the income statement so as to spread the regular cost over the service lives
of employees in accordance with the advice of the actuaries who carry out a full valuation of the ptans every
year. The pension obligations, net of plan assets, are measured as the present value of the estimated future
cash outflows using interest rates of corporate securities which have terms to maturity approximating the terms
of the related liability. When pension obligations exceed plan assets, the balance is classified as non-current
liability. When plan assets exceed pension obligations, the balance is classified as non-current asset. Actuarial
gains and losses are recognised over the average remaining service lives of employees.

|

(i) Defined contribution plans ‘

Defined contribution plans are post-employment benefit plans under which the Group pays fixed contributions

into separate entities. The Group has no legal or constructive obligation to pay further contributions if any of ‘

the funds does not hold sufficient assets to pay all employees the benefits relating to employee service in the ‘

current and prior financial years.

The Group pays contributions to publicly and privately administered post-employment benefit plans on a
| mandatory, contracted or voluntary basis. The contributions are recognised as employee benefit expense in the
| financial year to which they relate. Prepaid contributions are recognised as an asset to the extent that a cash
refund or a reduction in future payments is available.

a6 Neptune Orient Lines Limited {Incorporated in Singapore) and its Subsidiaries Annual Report 2007 {Supplement}



(c} Share-based compensation

() Employee Share Option Plan
Share options under the NOL Share Option Plan (“NOL SOP"} are granted to Directors and employees of
the Group. The exercise price of the options is determined at the average closing market price of the shares
for the three trading days immediately preceding the grant date. Individual awards to emptoyees take into
consideration the job level, performance and leadership potential of the employee. Pursuant to the terms of the
NOL SOP, share options will vest after a specified number of years from the grant date.

The fair value of the employee services received in exchange for the grant of the options is recognised as an
expense in the income statement with a corresponding increase in share-based compensation reserve. The
total amount to be recognised over the vesting period is determined by reference to the fair value of the share
options at the date of the grant and the number of share options expected to become exercisable by vesting
date. Non-market vesting conditions are included in the estimation of the number of options that are expected
to become exercisable on vesting date. At every balance sheet date, the Group revises its estimates of the
number of share options that are expected to become exercisable on vesting date. Any revision of this estimate
is included in the income statement and a corresponding adjustment to share-based compensation reserve
over the remaining vesting period.

When the options are exercised, the proceeds received (net of transaction costs) are credited to the share
capital account when new ordinary shares are issued. Where treasury shares are re-issued pursuant to the
NOL SOP, the proceeds received (net of transaction costs), the related balance previousty recognised in the
share-based compensation reserve and the realised gain or loss on re-issue are credited to the treasury shares
account. The realised gain or loss on re-issue, net of any directly attributable incrementat transaction costs and
related income tax, is taken to the treasury shares reserve of the Company.

Where the terms of the NOL SOP are modified, as a minimum an expense is recognised over the remaining
vesting period as if the terms had not been modified. Additional expense is recognised for any increase in the
total fair value of the share options due to the modification, as measured at the date of the modification.

(i) Performance Share Plan
Performance shares under the NOL Performance Share Plan {“NOL PSP") are awarded to key executives
conditional upon the Group meeting or exceeding a prescribed financial target condition during the
performance period, and also conditional on the participants meeting their performance conditions. Pursuant
to the terms of the NOL PSP, performance shares will vest after a specified number of years from the end of the
performance period.

The fair value of the employee services received in exchange for the award of the performance shares
is recognised as an expense in the income statement with a corresponding increase in share-based
compensation reserve. The total amount to be recognised over the vesting period is determined by reference

: to the fair value of the performance shares at the date of the award and the number of performance shares
expected to be vested by vesting date. Non-market vesting conditions are included in the estimation of the
number of performance shares that are expected 1o vest on vesting date. At every balance sheet date, the
Group revises its estimates of the number of performance shares that are expected to vest on vesting date. Any
revision of this estimate is included in the income statement and a corresponding adjustment to share-based
compensation reserve over the remaining vesting period.

When the performance shares are vested, the balance previously recognised in the share-based compensation
reserve is credited to the share capital account when new ordinary shares are issued. Where treasury shares
are re-issued pursuant to the NOL PSP, the balance previously recognised in the share-based compensation
reserve and the realised gain or loss on re-issue are credited to the treasury shares account. The realised gain
or loss on re-issue, net of any directly attributable incremental transaction costs and related income tax, is
taken to the treasury shares reserve of the Company.

Where the terms of the NOL PSP are modified, as a minimum an expense is recognised over the remaining
vesting period as if the terms had not been modified. Additional expense is recognised for any increase in the
total fair value of the performance shares due to the modification, as measured at the date of the modification.
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2. Significant Accounting Policies (continued)

2.20 Employee benefits (continued)
{c) Share-based compensation (continued)

(i) Replacement Rights Plan
Replacement rights are awarded to key executives conditional upon the participants meeting their performance
conditions. Instead of shares, the participants receive the equivalent in cash computed at the average closing
market price of the shares for the last three days immediately preceding the vesting date of the replacement
rights. Pursuant to the terms of the Replacement Rights Pian, replacement rights will vest after a specified
number of years from the end of the performance period.

The fair value of the employee services received in exchange for the award of the replacement rights is
recognised as an expense in the income statement with a corresponding increase in liability. The total amount
to be recognised over the vesting period as an expense in the income statement is determined by reference to
the fair value of the replacernent rights at the date of the award and the number af replacement rights expected
to be vested by vesting date. At every balance sheet date, the Group revises its estimates of the number of
replacement rights that are expected to vest by the vesting date. Any revision of this estimate is included in the
income statement in the period which the change occurs with a corresponding adjustment to liability. Until the
settlement of the replacement rights, the fair value shalf be remeasured at each reporting date and at the date
of settlement, with any changes in fair value recognised in the income statement in the period which the change
occurs with a corresponding adjustment to liability.

{iv) Staff Share Ownership Scheme
The Group offers the Staff Share Ownership Scheme to all eligible Singapore employees. Certain companies
in the Group will make corresponding contributions of $$0.50 for every $$1.00 contributed by the employees,
up to a maximum of $$250 per month for each employee. All contributions collected will be credited to an
employee benefit trust fund which will be used to buy the shares of the Company and for issuance of units
to the employees. Cash is paid to employees when they exercise the right to redeem the units or upon ful
withdrawal from the scheme, which may occur whilst in employment or on their last day of service with the
Group. The redemption of units or withdrawal from the scheme is subject to the terms and conditions under the
Staff Share Ownership Scheme. The value of the units to be redeemed is based on the weighted average share
price for the first three business days immediately following the date of receipt of notification by the Company
to the trustee of the redemption or the last day of service of the employees.

Contributions made are recognised in the income statement as expense when incurred.

The Group consolidates the employee benefit trust set up for the purpose of the Company's share-based
compensation arrangement under the Staff Share Ownership Scheme in accordance with INT FRS 12. Arising
from the consolidation of the trust, the Company's shares held by the employee benefit trust are accounted for
in accordance with FRS 32.

(d) Termination benefits
Termination benefits are payable when employment is terminated involuntarily, or whenever an employee accepts
voluntary redundancy in exchange for these bensfits. The Group recognises termination benefits when it is
| demonstrably committed to either terminating the employment of current employees according to a detailed formal
| plan without possibility of withdrawal, or providing termination benefits as result of an acceptance by empioyees
| under its voluntary redundancy scheme.
|
|
|
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2.21 Foreign currency translation

(a) Functional and presentation currency
ltems included in the financial statements of each entity in the Group are measured using the currency of
the primary economic environment in which the entity operates {“the functional currency”). The financial
statements are presented in United States Dollars.

(b} Transactions and balances
Transactions in a currency other than the functional currency {“foreign currency™) are translated into the functional
currency using the exchange rates prevailing at the dates of the transactions. Currency transiation gains and
losses resulting from the settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies at the closing rates at the balance sheet date are recognised in the income
statement, unless they arise from borrowings in foreign currencies, other foreign currency instruments designated
and gualifying as net investment hedges and net investments in foreign operations. Those currency translation
differences are recognised in the foreign currency translation reserve in equity in the consolidated financial
statements and transferred to the income statement as part of the gain or loss on disposal of the foreign operation.

Non-monetary items measured at fair values in foreign currencies are transtated using the exchange rates at the
date when the fair values are determined.

(c) Translation of Group entities’ financial statements
The results and financial position of all the group entities that have a functional currency different from the |
presentation currency are translated into the presentation currency as follows: |
[
|

(i) Assets and liabilities are translated at the closing rates at the date of the balance sheet;

(i} Income and expenses are translated at average exchange rate {unless the average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income
and expenses are translated using the exchange rates at the dates of the transactions); and

{iii) All resulting currency translation differences are recognised in the foreign currency translation reserve within
‘ equity.

Goodwill and fair value adjustments arising on the acquisition of foreign operations on or after 27 December 2003
p

| are treated as assets and liabilities of the foreign operations and translated at the closing rate at the date of the

‘ balance sheet. For acquisitions prior to 27 December 2003, the exchange rates at the dates of acquisition are used.
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2.

Significant Accounting Policies (continued)

222

2.23

Derivative financial instruments and hedging activities

A derivative financial instrument is initially recognised at its fair value on the date the contract is entered into and is
subsequently carried at its fair value. The method of recognising the resulting gain or loss depends on whether the
derivative is designated as a hedging instrument, and if so, the nature of the item being hedged.

For purposes of hedge accounting, hedges are classified as:

- fair value hedges when hedging the exposure to changes in the fair value of a recognised asset or liability or an
unrecognised firm commitment or an identified portion of such an asset, liability or firm commitment, that is
attributable to a particular risk; or

- cash flow hedges when hedging the exposure to variability in cash flows that is attributable to a particular risk
associated with a highly probable forecast transaction.

The Group documents at the inception of the transaction the relationship between the hedging instruments and hedged
itemns, as well as its risk management objective and strategies for undertaking various hedge transactions. The Group
also documents its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives designated
as hedging instruments are highly effective in offsetting changes in fair value or cash flows of the hedged items.

The carrying amount of a derivative designated as a hedge is presented as a non-current asset or liability if the remaining
expected life of the hedged item is more than 12 months, and as a current asset or liability if the remaining expected life
of the hedged item is less than 12 months.

(a) Fair value hedge
The fair vatue changes on the effective portion of derivatives that are designated and gualify as fair value hedges
are recognised in the income statement within the same line item as the fair value changes from the hedged item,
The fair value changes relating to the ineffective portion of the derivatives are recognised separately in the income
statement.

(b} Casbh flow hedge
The fair value changes on the effective portion of derivatives that are designated and qualify as cash flow hedges
are recognised in the hedging reserve within equity and transferred to the income statement in the periods when the
hedged items affect the income statement. The fair value changes relating to the ineffective portion are recognised
immediately in the income statement.

{c) Derivatives that do not qualify for hedge accounting
Fair value changes on these derivatives are recognised in the income statement when the changes arise.

Fair value estimation of financial assets and liabilities

The fair values of financial instruments traded in active markets (such as exchange-traded and over-the-counter
securities and derivatives) are based on quoted market prices at the balance sheet date. The quoted market prices
used for financial assets held by the Group are the current bid prices; the appropriate quoted market prices for financial
liabilities are the current asking prices.

The fair values of financial instruments that are not traded in an active market are determined by using vatuation
techniques. The Group uses a variety of methods and makes assumptions that are based on market conditions existing
at each batance sheet date. Where appropriate, quoted market prices or dealer quotes for similar instruments are

used. Valuation techniques, such as estimated discounted cash flows, are also used to determine the fair values for the
financial instruments,

The fair values of foreign exchange forward contracts, bunker swaps, bunker call options and cross currency interest
rate swaps are obtained from a number of reputable financial institutions.

The fair values of financial assets and liabilities carried at amortised cost approximate their carrying amounts except as
disclosed in the financial statements,

10
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2.24 Segment reporting

A business segment is a distinguishable component of the Group engaged in providing products or services that are
subject to risks and returns which are different from those of other business segments. A geographical segment is

a distinguishable component of the Group engaged in providing products or services within a particular economic
environment that is subject to risks and returns which are different from those of segments operating in other
economic environments.

2.25 Cash and cash equivalents

For purposes of presentation in the consalidated cash flow statement, cash and cash equivalents include cash on hand
and deposits with banks that are readily convertible to known amounts of cash.

2.26 Share capital and treasury shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issuance of new ordinary shares
are deducted against the share capital account.

When any entity within the Group purchases the Company’s ordinary shares (treasury shares), the consideration paid
including any directly attributable incremental cost is presented as a component within equity attributable to the
Company's equity holders until they are cancelled, sold or re-issued.

When treasury shares are subsequently cancefled, the cost of treasury shares are deducted against the share capital
account if the shares are purchased out of capital of the Company, or against the retained earnings of the Company if
the shares are purchased out of earnings of the Company.

When treasury shares are subsequently sold or re-issued pursuant to the NOL SOP and NOL PSP. the cost of the
treasury shares is reversed from the treasury shares account and the realised gain or loss on sale or re-issue, net of
any directly attributable incremental transaction costs and related income tax, is taken to the treasury shares reserve
of the Company.

2.27 Dividends

Interim dividends are recorded in the financial year in which they are declared payable. Final dividends are recorded in
the financial year in which the dividends are approved by the shareholders.
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3.

Effects on financial statements on adoption of new FRS

The efiects on adoption of the following FRS on 30 December 2006 (as mentioned in Note 2.1) are set out below:

3.1 Amendments to FRS 1, Presentation of Financial Statements (Capital Disclosures)

The Group elected to early adopt Amendments to FRS 1, which is mandatory for application for annual periods
beginning on or after 1 January 2007.

The amendment to FRS 1 requires the Group to make new disclosures to enable users of the financial statements to
evaluate the Group’s objectives, policies and processes for managing capital.

The required disclosures have been made accordingly in Note 36 of the financial statements.

3.2 FRS 40, Investment Property

The Group elected to early adopt FRS 40, which is mandatory for application for annual periods beginning on or after
1 January 2007.

Previously, the Group had accounted for its investment properties under FRS 16 Property, Plant and Equipment. Under
FRS 16, property, plant and equipment are recorded at cost less accumulated depreciation and accumutated impairment
losses. FRS 40 requires investment properties which represent the Group's interests in freehold land and buildings

that are held for long-term rental yields and/or capital appreciation to be classified and accounted for as investment
properties. FRS 40 also requires companies to measure investment properties using either the fair value or cost method.
The Group has elected to measure investment properties under the cost method, under which investment properties are
stated at cost less accumulated depreciation and accumutated impairmeant losses.

The Group has accounted for the effects of adoption retrospectively in the financial statements in accordance with the
transitional provisions.

The effects on the balance sheet items are as follows:

Increase/{Decrease)
At 28/12/2007 At 29/12/2006 At 31/12/2005
Us$'000 US$'000 Uss$'000
Consolidated balance sheets:
Property, plant and equipment (21,348) {23,114) (22,112}
Investment properties 21,348 23,114 22,112

3.3 FRS 107, Financial Instruments: Disclosures

The Group elected to early adopt FRS 107, which is mandatory for application for annual periods beginning on or after
1 January 2007.

FRS 107 introduces new disclosures to improve the information about financial instruments. 1t requires the disclosure of
qualitative and quantitative information about exposure to risks arising from financial instruments, comprising specified

minimum disclosures about market risk {including sensitivity analysis}, credit risk and liquidity risk.

The required disclosures have been made accordingly in Note 36 of the financial statements.
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4. Critical Accounting Estimates, Assumptions and Judgements

Estimates, assumptions and judgements are continually evaluated and are based on historical experience and other factors.
Although these estimates are based on management’s best knowledge of current events and actions, actual results may
ultimately differ from those estimates.

(i) impairment of goodwill arising on consolidation and intangible assets
The Group assesses whether there are any indicators of impairment for goodwill arising on consolidation and intangible
assets at each balance sheet date. Goodwill arising on consolidation is tested for impairment annually and at other
times when such indicators arise. Intangible assets are tested for impairment when there is any objective evidence or
indication that the carrying amounts may not be recoverable.

Recoverable amount is defined as the higher of an asset’s or CGU's fair value less costs to sell and its value in use.
When value in use calculations are undertaken, the Group uses discounted cash flow projections based on financial
budgets approved by management covering a specified period. Cash flows beyond the specified period are forecasted
using an estimated growth rate, which does not exceed the long-term average growth rate for the relevant industry.
Forecasts of future cash flows are based on the Group's estimates and take into consideration factors like general
market and economic conditions and other available information. Details of the key assumptions applied in the
impairment assessment of goodwill arising on consolidation are given in Note 22.

(i) Residual values and useful lives of property, plant and equipment
The Group reviews the residual values and useful lives of property, plant and equipment at each balance sheet date, in
accordance with the accounting policy stated in Note 2.4,

Significant judgement is required in determining the residual values and useful lives of property, plant and equipment.
In determining the residual values of its vessels and containers, the Group considers the net proceeds that would be
obtained from the disposal of the assets in the resale or scrap markets, fluctuations in scrap steel prices and industry
practice. In determining useful lives, which is based on the period over which an assel is expected to be available for
efficient use, the Group considers factors like insurance coverage requirement, maintenance and repair cost, technical
or commercial obsolescence and legal or similar limits to the use of the property, plant and equipment.

(i)  Impairment of trade receivables
The Group assesses at each balance sheet date whether there is objective evidence that trade receivables have
been impaired. To determine whether there is objective evidence of impairment, the Group considers factors such as
significant financial difficulties or probability of insolvency of the debtor, and default or significant delay in payments.

Where there is objective evidence of impaimment, management measures impairment loss based on a review of the
current status of existing receivables and past collections experience. Such provisions are adjusted periodically to reflect
actual and anticipated experience.

(iv) Income taxes
The Group is subject to income taxes in numerous jurisdictions. Significant judgement is required in determining the
Group-wide provision for income taxes. There are certain transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of business. The Group recognises liabilities for anticipated tax
issues based on estimates of whether additional taxes will be due. Where the final tax outcome of these matters is
different from the amounts that were initially recognised, such differences will impact the current and deferred income
tax balances in the period in which such determination is made.

v) Provisions
Provisions are recognised in accordance with the accounting policy in Note 2.19. To determine whether it is probable
that an outflow of resources will be required to settle the obligation and a reliable estimate of the amount can be made,
the Group takes into consideration factors such as the existence of legal/contractual agreements, past historical
experience, external advisors’ assessments and other available infermation.

{vi} Share-based payments
Equity-settled share-based payments are measured at fair value at the date of grant or award. The assumptions used in
the valuation models for determining fair values are set out in Note 33.
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5. Revenue and Other Gains (Net)
Group
2007 2006
Note UsS$'000 US$'000
Revenue from services rendered (a) 8,159,977 7,263,500
Other miscellaneous gains (net):
Net profit on disposal of property, plant and equipment 24,022 7.437
Net loss on disposal of intangible assets - (102)
Net profit on disposal of subsidiaries - 2,295
Net profit/(loss) on disposal of associated companies 419 (20}
-1 Net profit on disposal of available-for-sale financial assets 153 2,579
Net loss on disposal of other non-current investments (i1) -
Amortisation of deferred income (Note 28} 7,935 5,085
Deferred gain - 1,202
Others 15,391 12.046
47,909 30,522
Finance and investment income:
Dividend income from available-for-sale financial asset 25 60
Interest income from deposits and interest bearing securities 20,444 17,296
Interest income from associated companies 1,112 2,413
Other interest income 4,220 4,085
Foreign exchange gain ap2 5,275
26,703 29,129
Revenue and other gains (net) 8,234,589 7,323,151
Note:
(@)  The following were included in revenue from services rendered:
Group
2007 2006
US$'000 Us$’000
iy  Fair value losses on cash flow hedges, transferred from equity
~ fareign exchange forward contracts {437} (2,857)
(i} Sublease rental income 4,755 3,303
(i) Rental income from investment properties (Note 19) 1,597 1,818
The Group’s business is organised and managed separately according to the nature of the services provided.
Please refer to Note 38, which presents revenue and profit information regarding business segments for the financial years
ended 28 December 2007 and 29 December 2006 and certain assets and liabilities information of the business segments as at
those dates.
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6. Expenses by Nature

Group
2007 2006
Us$’000 US$'000
Depreciation of property, plant and equipment (Note 18) 254,138 244,276
Depreciation of investment properties (Note 19} 478 470
Amortisation of intangible assets (Note 21) 65,491 6,709
Impairment in value of goodwill arising on consolidation (Note 22) - 99,999
Frovision for impairment in value of available-for-sale financial asset (Note 17) - 4,833
Net write-back of provision for impairment in value of property, plant and
equipment {(Note 18) (230} {1,180)
(Write-back of)/provision for impairment in value of investment
properties {Note 19} (1,570) 625
Provision for impairment in value of a joint venture company - 2,075
Net provision forf{write-back of} impairment of other non-current assets 2M (344)
Net provision for impairment of loans and non-trade debts to associated companies 1,263 2,412
Net {write-back of)/provision for impairment of loans receivable (279) 2,906
Net provision for impairment of trade and other receivables 11,72 15,599
Total depreciation, amortisation and impairment 272,213 378,380
Auditors' remuneration paid/payable to
— auditors of the Company 1,385 1,250
- affiliates of auditors of the Company 1,235 1,172
- other auditors 33 32
— {over)/under provision in respect of prior years {18} 98
Mon-audit fees paid/payable to
- auditors of the Company 325 100
- affiliates of auditors of the Company 430 490
Employee benefits [including US$0.1 million (2006: US$0.2 million) fair vatue
gains on cash flow hedges, transferred from equity: foreign exchange
forward contracts| {Note 8} 575,703 543,520
Cost of inventories 1,054,306 845,145
Write off of inventories 347 103
Fair value (gains)/losses on cash flow hedges, transferred from equity
— bunker swaps (41,057) 18,330
- bunker call options (9.091) 602
Total cost of inventories included in “cost of sales” 1,004,505 864,180
Global cargo transportation and logistics operating expenses 4,606,740 4,113,849
Fair value gains on cash flow hedges, transferred from equity
! - foreign exchange forward contracts {8,842) (3,086)
| Total global cargo transportation and logistics operating expenses 4,597,898 4,110,763
Met foreign exchange gain (10,383) (9,059)
MNet provision for drydocking costs (Note 27} 2,097 1,223
Met provision for insurance, litigation and other claims,
net of reimbursement of US$12.4 million (2006; US$11.2 million) 20,007 28,821
Rental expenses - operating leases 893,839 799,826
Others 255,890 287,793
Total 7,615,159 7,008,589
The above expenses consist of:
- Cost of sales 6,865,603 6,135,304
- Administrative expenses 717,443 720,725
- Impairment in value of goodwill arising on consolidation - 99,999
- Other operating expenses 32,113 52,561
7.615,159 7,008,589

-
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7. Finance Expenses
Group
2007 2006
US$000 Us$'000
Interest expense:
- finance leases 14 5
- bank loans 35,898 37.057
- others 553 376
— fair value losses on cash flow hedges, transferred from equity; interest rate collars - 64
Total interest expense 36,465 37,502
— Fair value losses/{gains) on cash flow hedges, transferred from equity
| - medium term note: hedged item attributable to the hedged risk - 18,227
- CFOSS currency interest rate swap: hedging instrument - (18,227}
- cross currency interest rate swap: discontinuation of cash flow hedge - 1,573
Fair value (gains)/losses on fair value hedges
- medium term note: hedged item attributable to the hedged risk - {2,037)
- cross currency interest rate swap: hedging instrument - 2,037
Fair value loss on call option on medium term note - 1,780
Financing fees 6,550 4297
Amortisation of deferred charges (Note 20} 998 842
44,013 45,994
i
—_— 8. Employee Benefits
Group
2007 2006
Us$'o60 US$'000
Wages, salaries and bonus 511,540 475,705
Employer's contribution to defined contribution plans 29,560 28,104
Net benefit expense relating to defined benefit plans (Note 33) 21,163 17,421
Share-based compensation costs
- Equity-settled 10,532 9,320
- Cash-settled - 661
Termination costs {Note 27) 1,235 13,171
Fair value losses/{gains) on shares held by employee benefit trust . 1,813 (703)
Fair value gains on cash flow hedges, transferred from equity
- foreign exchange forward contracts {140) (159}
575,703 543,520
Disclosures on employee benefits are found in Note 33.
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9. Income Tax

Group
2007 2006
() income Tax Expense/{Credit) Us$'000 UsS$'000
Tax expense/(credit) attributable to current financial year's resuits is made up of:
Current income tax
Singapore 3,633 2,749
Foreign 42,347 39,636
45,980 42,385
Deferred income tax (7,098} (17,136)
38,882 25,249
(Oven/under provision in respect of prior financial years:
Current income tax {15,918) (12,650}
Deferred income tax 30,936 {112,989}
53,900 {100,380}

The tax expense for the financial year differs from the amount that would arise using the Singapore standard rate of
income tax due to the following factors:

Group
2007 2006
uUs$'000 Us$'000
Profit before income tax 585,863 272,845
Tax calculated at a tax rate of 18% (2006: 20%}) 105,455 54,569
Effects of change in Singapore tax rate {11} -
Effects of different tax rates in other countries (2,279) (30,724)
Qualifying shipping income exempt from taxation (61,332) (42,938)
Income not subject to tax {4,518) (5,139}
Expenses not deductible for tax purposes 2,634 45,377
Others (1,067 4,104
38,882 25,249

On 15 February 2007, the Singapore Second Minister for Finance announced a reduction in the corporate tax rate from
209% to 18% and various tax incentives for the year of assessment 2008 and onwards.

Group Company

2007 2006 2007 2006

(b} Mavements in Current Income Tax Liabilities Us$’'000 US$'000 Uss$'000 US$'000
Balance at beginning of financial year 36,364 65,638 18,166 11,182

Net income tax paid {34,366} (57.239) (844) (2,646)
Current financial year's income tax expense 45,980 42,385 1,119 1,207
{Over)/under provision in respect of prior financial years (15,918) (12,650) - 8,000
Disposal of a subsidiary {72) - - -
Foreign currency translation 325 {1,770) 219 423
Balance at end of financial year 32,313 36,364 18,660 18,166
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9. Income Tax {continued)

{c}

Deferred Income Taxes

Deferred income taxes charged/(credited} to equity during the financial year is analysed as follows:

Group
2007 2006
USs$'000 US$'000
Hedging reserve 9889 (847)
Fair value reserve (54} a4
935 (753)

Deferred income tax assets are recognised for tax losses and capital allowances carried forward to the extent that
realisation of the related tax benefits through future taxable profits is probable. The Group has unrecognised tax

losses and capital allowances of US$122.4 million and US$Nil million (2006: US$133.1 million and US$9.7 million)
respectively at balance sheet date which can be carried forward and used to offset future taxable income, subject to
those companies with unrecognised tax iosses meeting certain statutory requirements in their respective countries of
incorporation. These tax losses have no expiry dates except for an amount of US$118.6 million (2006: US$124.7 million),
which will expira between 2009 and 2027 (2006: between 2009 and 2027). Unutilised capital allowances do not have

expiry dates.

Movements in the Group’s deferred income tax liabilities and assets (prior to ofisetting of balances within the same tax

jurisdiction) are as follows:

Group

Deferred income tax liabilities arising from:

Unremitted
Accelerated foreign Business
tax sourced combination
depreciation income activities Cthers Total
As at 28 December 2007 Us$'000 US$'000 US$'000 Us$'000 US$'000
Balance at beginning of financial year 48,189 10,691 8,263 7,446 74,589
Tax (credited)/charged to
- income statement (8,426} 2,073 (803} (2.552) (9,708)
- equity - - - 180 180
Disposal of a subsidiary (148) - - - (146)
Effects of change in tax rate - (1,043) - - (1,043)
Foreign currency translation 9 15 - (302) (278)
Balance at end of financial year 39,636 11,736 7,450 4,772 63,594
Unremitted
Accelerated foreign Business
tax sourced combination
depreciation income activities Others Total
As at 29 December 2006 UsSS$'000 US$'000 Us$'000 Us$000 Uss$'co0
Balance at beginning of financial year 192,102 10,568 8,377 18,577 229,624
Tax (credited)/charged to
- income statement (143,908) 106 (124) (11,259) {155,185)
- equity - - - 128 128
Foreign currency translation 5 17 - - 22
Balance at end of financial year 48,199 10,691 B,253 7,446 74,589
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Deferred income tax liabilities arise from business combination activities when the cost of business combinations is
allocated by recognising the identifiable assets acquired and liabilities assumed at their fair values, but no equivalent
adjustment is made for tax purposes.

Deferred income tax assets arising from:

Unutilised
tax losses and
unabsorbed Leasing
capital related
Provisions  allowances activities Others Total
As at 28 December 2007 US$000 US$'000 LUSS$'000 Us$'000 Us$'000
Balance at beginning of financial year 41,197 (2,773 (17,939) {39,318} (101,227)
Tax charged/(credited) to
- income statement 13,470 (23) 11,792 9,350 34,589
- equity - - - 755 755
Disposal of subsidiaries 50 - - - 50
Foreign currency translation (13) (986) - 22 (87)
Balance at end of financial year {27,690} (2,892) (6,147) {29,191) {65,920)
Unutilised
tax losses and
unabsorbed Leasing
capital related
Provisions  allowances activities Others Total
As at 29 December 2006 US$'000 USs$000 USs$'000 Us$'000 USs$'000
Balance at beginning of financial year (42,132} (33,682) {13,507) (37,160} (126,481}
Tax charged/(credited) to
- income statement 864 29,906 (4,432) {1,278) 25,060
- equity - - - {881) (881)
Disposal of subsidiaries 71 - - - 71
Foreign currency translation - 1,003 - 1 1,004
Balance at end of financial year (41,197} (2,773 (17.939) (39,318} (101,227)

Deferred income tax assets from leasing related activities arise from deferred lease payables due to recognition of rental
expense on a straight-line basis.

Company

Deferred income tax liabilities arising from 2007 2006
unremitted foreign sourced income US$'000 US$'000

Balance at beginning of financial year 10,329 10.313

Tax charged to income statement 981 16

Balance at end of financial year 11,310 10,329
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9. Income Tax (continued)

{¢) Deferred Income Taxes (continued)

Deferred income tax assets and fliabilities are offset when there is a legally enforceable right to offset current income tax
assets against current income tax liabilities and when the deferred income taxes relate to the same fiscal authority. The

following amounts, determined after appropriate offsetting, are shown in the balance sheets:

Group Company
2007 2006 2007 2006
US$'000 Us$000 US$'000 US$'000
Deferred income tax assets
- to be recovered within 12 months (30,568) (38,586} - -
- to be settled/{recovered) after 12 months 10,062 {5,200} - -
(20,506) {43,786} - -
Deferred income tax liabilities
- to be settled after 12 months 18,180 17,148 11,310 10,329
10. Earnings Per Share
Group
2007 2006
Net profit after income tax attributable to equity holders {US$'000) 522,761 363,743
Weighted average number of ordinary shares in issue for basic earnings per share ('000) 1,463,624 1,454,842
Adjustments for ('000)
- share options 11,526 591
- performance shares 4,423 4,229
Weighted average number of ordinary shares for diluted earnings per share ('000) 1,479,573 1,459,662

Basic earnings per share is calculated by dividing the net profit after income tax attributable to equity holders by the weighted
average number of ordinary shares in issue (adjusted for shares held by employee benefit trust and treasury shares) during the

financial year.

For purposes of calculating diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted

to take into account the dilutive effect arising from the exercise of all outstanding share options granted to employees where
such shares would be issued at a price lower than the fair valus (average share price during the financial year) and the vesting
of all outstanding performance shares awarded to key executives. The difference between the weighted average number of
shares to be issued at the exercise prices under the options and the weighted average number of shares that would have been
issued at the fair value based on the assumed proceeds from the issue of these shares are treated as ordinary shares issued
for no consideration. The number of such shares issused for no consideration and the weighted average number of outstanding
performance shares are added to the number of ordinary shares outstanding in the computation of diluted earnings per share.

No adjustment is made to the net profit after income tax attributable to equity holders.
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11.

12.

Cash and Cash Equivalents

Group Company
2007 2006 2007 2006
Us$'000 Us$000 USS$'000 US$'000
Fixed deposits 348,314 532,259 36,638 23,923
Demand deposits 57,290 42,431 6,414 -
Bank and cash balances 98,761 119,623 1,532 2,188
504,365 694,313 44,584 26,111
Summary of effect of disposal of subsidiaries 2007 2006
on the Group's cash flows Uss$'000 US$'000
Net assets disposed:
Non-current assets 10,935 540
Current assets 12,599 1,646
Current liabilities {4,114) (54)
Non-current liabilities {176) -
Met attributable assets disposed 19,244 2,132
L.ess: Minority interest 3,669 (36)
Add: Foreign currency transtation reserve {2,890) {733)
20,023 1,363
MNet profit on disposal of subsidiaries - 2,295
Net proceeds from disposal of subsidiaries 20,023 3,658
Less: Cash of subsidiaries disposed (6,911) (1,420)
Net cash inflow (net of transaction costs) from disposal of subsidiaries,
net of cash disposed 13,112 2,238
Current Assets
Group Company
2007 2006 2007 2006
Note US$'000 US$'000 USS$'000 Us$000
{a) Trade and Other Receivables
Trade receivables (i 1,013,028 884,935 - 14
Other receivables and recoverables (i 28,645 19,167 2,489 1,755
Amounts due from subsidiaries {non-trade) (i) - - 429,358 608,495
Amounts due from associated companies
{non-trade) - 123 - 123
Loans to subsidiaries (i) - - 147,119 124,355
Loans to associated companies - 7 - 7
Loans receivabte (Note 24) 696 947 623 623
Accrued interest receivables 2,341 1,906 105 82
1,044,710 907,085 579,694 735,454

With the exception of accrued interest receivables, all amounts in the table above are stated net of impairment provision.

The above trade and other receivables are non-interest bearing except as disclosed in the respective notes.

_—
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12. Current Assets (continued)

{a) Trade and Other Receivables (continued)
Notes:

(il Trade receivables, other receivables and recoverables
Impairment loss on trade receivables and other receivables and recoverables amounting to LIS$11.7 million
(2006; US$15.6 million) was recognised as an expense and included in “other operating expenses™.

Trade receivables include the full freight revenue for voyages, which corresponds to the contractual rights stiputated
in the standard Bill of Lading and is inclusive of the freight charges collectable at destination for Free on Board
shipments.

Details of the aging analysis of trade receivables have been separately disclosed in Note 36.

(i) Amounts due from subsidiaries (non-trade)
The non-trade balances with subsidiaries are unsecured, repayable on demand and interest free.

(i) Loans to subsidiaries
The loans to subsidiaries are unsecured and repayable on demand. The loans as at 28 December 2007 are interest
free. As at 29 December 2006, the loans bore interest at rates ranging from 4.10% to 5.62% per annum except for
loans to subsidiaries of US$120.0 million, which were interest free,

Group Company
2007 2006 2007 2006
us$'000 Us$'000 US$'Cc00 US$'000
{b) Other Current Assets |
Deposits and prepaid expenses 54,004 l 36,491 589 551

Included in other current assets of the Group as at 29 December 2006 was US$0.2 million due from a fellow subsidiary
of the ultimate holding company. This balance was trade in nature.
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13. Derivative Financial Instruments
2007 2006
Fair values Fair values
Assets Liabilities Assets Liabilities
Group Note Us$'000 uUss$'000 Us$'000 Us$'000
(Cash flow hedges
- Bunker swaps {a) 45,632 (133) - (22,300)
- Bunker call options (b} 13,086 - 599 -
- Foreign exchange forward contracts {c) 3,279 (1,352) 3,100 (3,306)
Non-hedging instruments
- Cross currency interest rate swaps () 57,921 (57.921) 41,526 (41,526)
Total 119,918 (59,4086} 45,225 (67.132)
2007 2008
Fair values Fair values
Assets Liabilities Assets Liabilities
Company Note Us$’000 USsS$'000 Uss$'000 Us$'000
Cash flow hedges
- Foreign exchange forward contracts (c) 69 {10} - -
Non-hedging instruments
- Cross currency interest rate swaps d 57,921 (57.821) 41,526 {41,526)
Total 57,990 {57,931) 41,528 (41,526)
For derivative financial instruments, estimated amounts of fair values are obtained from a number of reputable financial
institutions.
(a)  Bunker swaps
Bunker swap contracts are agreements to change the underlying bunker exposure from floating to fixed price (or vice
versa) with reference to a price index, for example, PLATTS. As at 28 December 2007, the notional amount of the

outstanding bunker swap contracts is US$173.8 million (2006: US$123.4 million), with maturity dates of less than one

year.

fb}  Bunker call options

Bunker call options are contracts that give the buyer the right, but not the obligation, to buy bunker at a specified price
over an agreed period of time. As at 28 December 2007, the notional amount of the outstanding bunker call option
contracts is US$38.4 million {2006: US$40.5 million), with maturity dates of less than one year.
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13. Derivative Financial Instruments (continued)

(c}  Foreign exchange forward contracts
Foreign exchange forward contracts are agreements to buy or sell fixed amounts of currencies at agreed exchange rates
for settlement on agreed future dates.

As at 28 December 2007, the Group’s major open foreign exchange forward contracts had tenures of less than one year,
details of which are set out below:

Group
Amount of
At average United States Dollar
forward rates to be delivered
per US$1 2007 2006
Foreign Currency to be received: 2007 2006 USs$'000 Uss$'000
Euro 0.6984 0.7620 54,000 74,310
Japanese Yen 112.66 112.81 25,000 59,340
Chinese Renminbi 7.1554 7.7088 81,000 33,030
Singapore Dollar 1.4431 1.5441 49,000 28,260
Indian Rupeea 39.78 45.56 39,000 18,900
Hong Kong Dollar - 7.7223 - 18,600
Korean Won 912.62 926.03 26,000 18,030
British Pound 0.4918 0.5197 6,000 11,700
Taiwan Dollar 31.90 31.89 14,000 10,830
Canadian Dollar 0.9918 1.1239 15,000 10,170
309,000 283,170
Company
Amount of
At average United States Dollar
forward rates to be delivered
per US$1 2007 2006
Foreign Currency to be received: 2007 2006 USs$'000 US$'000
Singapore Dollar _ 1.4471 - 9,000 -

(d)  Cross currency interest rate swaps
When the Medium Term Note of 5$540.0 million was issued in June 2001, the Group entered into four sets of cross
currency interest rate swaps of $$135.0 million {US$74.3 million) each to convert the S$ fixed rate liability to a US$
floating rate liability (US$287.3 million).

Due to the early redemption of the Medium Term Note during the financial year ended 29 December 2006, one of the
cross currency interest rate swaps of $$135.0 million (US$74.3 million) was terminated with the bank which quoted
the best price, with no further obligation. In order to achieve a similar best price, a reverse swap was entered into with
the same bank for the remaining balance of $$405.0 million (US$223.0 million}). The payments and receipts under the
reverse swap will offset the receipts and payments under the original swaps. The final contractual maturity is on

27 June 2008.
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14. Investments In Subsidiaries

Company
2007 2006
US$’000 Us$'000
Unquoted equity shares, at cost 1,003,691 1,020,882
Provision for impairment in value {7,333} (13,143)

996,358 1,007,739

As a global cargo transportation and logistics company, there are operations by subsidiaries in certain countries which impose
foreign exchange controls such that payment of dividends declared or principal repayment in respect of foreign curency-
denominated obligations is subject to the approval of the government authority. These operations are not significant to the
Group or the Company.

Details of the significant subsidiaries of the Group are set out in Note 41.
A provision for impairment loss of US$1.1 million (2006: write-back of US$9.4 million) was taken to the income statement in

accordance with the Company's accounting policy (Note 2.12}.

15. Investments In Associated Companies

Group Company
2007 2006 2007 2008
USs$'000 US$'000 US$'000 US$'000
Unquoted equity shares, at cost 5,435 1,681 1,307 1,522
Quoted equity shares, at cost 3,775 3,775 - -
9,210 5,456 1,307 1,522
Share of post-acquisition reserve:
Balance at beginning of financial year 3,280 52 - -
Share of results after income tax 2,804 2,846 - -
Dividends received (353} (488) - -
Disposal of associated companies 170 509 - -
Foreign currency transiation (4) 361 - -
Balance at end of financial year 5,897 3,280 - -
Provision for impairment in value - - {1,308) (1,498)
15,107 8,736 1 24
Group

2007 2006
Us$’'000 USS'000

Fair value of investment in an associated company
for which there are published price quotations 16,315 13,757
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15. Investments In Associated Companies (continued)

The summarised financial information of the associated companies are as follows:

Group
2007 2006
US$'000 US$000
Revenue 191,161 141,675
MNet profit after income tax 11,049 7,901
Total assets 134,813 127,052
Total liabilities (B1,048) {97,754}

. As a global cargo transportation and logistics company, there are operations by associated companies in certain countries

| which impose foreign exchange controls such that payment of dividends declared or principal repayment in respect of foreign
currency-denominated obligations is subject to the approval of the government authority. These operations are not significant
to the Group or the Company.

There are no significant associated companies in the Group.

16. Investments In Joint Ventures

Group
| 2007 2006
USsS$'000 US$'000
— | Unqguoted equity shares, at cost 17,655 17,655
Share of post-acquisition reserve:
Balance at beginning of financial year 1,532 {976)
Share of results after income tax 7,146 2,637
Dividends received {1,260} {125)
Foreign currency translation 8 {4
Balance at end of financial year 7,424 1,532
Provision for impairment in value (2,075) (2,075)
23,004 17,112
The Group’s share of results after income tax of the joint ventures are as follows:
Group
2007 2006
Us$'000 US$'000
Revenue 31,724 24,989
Cost of sales (13,976} (13,197)
Other expenses (10,602) (9,155)
Net profit after income tax 7,148 : 2,637
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The Group’s share of assets and liabilities of the joint ventures comprise of:

Group
2007 2006
us$000 us$'000
MNon-current assets 23,596 22,516
Current assets 27,355 25,542
Non-current liabilities (7,104} {10,886)
surrent liabilities (20,843} {20,060)
Net assets 23,004 17,112

As a global cargo transportation and logistics company, there are operations by joint ventures in certain countries which
impose foreign exchange controls such that payment of dividends declared or principal repayment in respect of foreign
currency-denorminated obligations is subject to the approval of the government authority. These operations are not significant
to the Group.

There are no significant joint ventures in the Group.

17. Available-For-Sale Financial Assets

Group Company

2007 2006 2007 2006

Us$'000 Uss$'000 US$'000 us$'000

Balance at beginning of financial year 323 14,862 1 13,589
Net fair value losses recognised in equity (150) (7.980) - (8,017)
Provision for impairment in value (Note 6) - (4,833) - {4,833)
Disposals {11) (1,727) (1 {728)
Disposal of a subsidiary (15) - - -
Foreign currency translation - 1 - -
Batance at end of financial year 147 323 - 11

The market value of quoted equity shares is determined by reference to the relevant stock exchange quoted bid prices.
The fair value of financial assets that are not traded in an active market is determined by using valuation technigues
described in Note 2.23.

The fair values of the available-for-sale financial assets include the following:

Group Company
2007 2006 2007 2006
US$'000 USS$'000 us$’000 US$'000
Quoted equity shares

- United States 147 297 - -

Unquoted equity shares
- Singapore - 26 - 11
147 323 - 11

The Group’s quoted equity investments are listed on the NASDAQ Stock Exchange. The carrying amount of the investments
represents the maximum equity price risk exposure of the Group.
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18. Property, Plant and Equipment

Group
Plant &
Vessels Freehold Leasehold machinery Computers
Vessels in under land and land and and operating and
operation construction buildings buildings equipment  software  Others Total
2007 Us$ 000 USH000 USS000 USE000 US$'000 US$000 USH000 US$000
Cost

Beginning of financial year,
as previously reported 2,307,308

122,852 122,937 1,164,798 126,071 50,957 3,894,923

Effect of adoption of FRS 40 - - {32,684) - - - - (32,684)
- As restated 2,307,308 - 80,168 122,937 1,164,798 126,071 50,957 3,862,239

Additions 141,785 244,708 4,881 10,094 490,204 13,285 6,173 911,830
Disposals - - (1,402) {496) (49,.917) {19,302) (1,042) ({72,159)
Disposal of subsidiaries - - (32) (42,513) (16,228) (1,573) (1,482) (61,828)
Reclassification (219) - - 558 366 {320) (385) -
Transfer to investment

properties - - (1,206} - - - - {1,2086)
Foreign cunrency translation - - 4,593 3,090 852 1,216 1,104 10,855
End of financial year 2,448,874 244,708 97,002 93,670 1,590,075 120,077 55,325 4,649,731

Accumulated depreciation
and accumulated
impairment losses

—_— Beginning of financial year,

as previously reported 921,657 - 16,048 83,534 555,666 88,651 37,888 1,703,444

| Effect of adoption of FRS 40 - - 9,570) - - - - (9,570)

| As restated 921,657 - 6,478 83,534 555,666 88,651 37,888 1,693,874
Depreciation charged during

the financial year (Note 6) 109,885 - 812 8,641 115,418 14,942 4,440 254,138
Impairment loss written :
back during the financial

year {Note 6} - - (230) - - - - (230)
Disposals - - 312) (332) (41,480) (18,383) 911)  (61,418)
Disposal of subsidiaries - - {32) (37,042) {13,477) (1,385) (1.334) (53,270)
Transfer to investment

properties - - {28} - - - - (28)
Foreign currency translation - - 144 1,963 835 408 538 3,888
End of financial year 1,031,542 - 6,832 56,764 616,962 84,233 40,621 1,836,954

Net book value
End of financial year 1,417,332 244,708 90,170 36,906 973,113 35,844 14,704 2,812,777
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Plant &

Freehold Leasehold machinery Computers
Vesselsin landand landand and operating and
operation huildings  buildings equipment software  Others Total

2006 US$'000  US$'000 us$000 USS§'000 US$'000 USS'000 US$000
Cost
Beginning of financial year,

as previously reported 2,301,967 115,776 107,574 1,047,383 124,950 36,772 3,734,422
Effect of adoption of FRS 40 - (30,198) - - - - (30,198)
As restated 2,301,967 85,578 107,574 1,047,383 124,950 36,772 3,704,224
Additions 5,341 816 14,028 135,580 10,509 6,107 172,381
Disposals - - (1.608) (9,232} (9,512) (2,185 (22,537)
Disposal of subsidiaries - (2,323) - - - (227) {2,550}
Write-offs - - - - (289) {372} {861)
Reclassification - - (286) (10,164) 12 10,438 -
Foreign currency translation - 6,097 3.229 1,231 401 424 11,382
End of financial year, as restated 2,307,308 90,168 122,937 1,164,798 126,071 50,957 3,862,239
Accumulated depreciation

and accumulated

impairment losses
Beginning of financial year,

as previously reported 810,776 15,028 76,837 464,318 82,567 25,118 1,474644
Effect of adoption of FRS 40 - (8,086) - - - - {8,086)
As restated 810,776 6,942 76,837 464,318 82,567 25,118 1,466,558
Depreciation charged during

the financial year (Note 6) 110,881 1,060 7,965 104,140 15,323 4907 244276
Impairment loss charged during

the financial year {Note 6) - 156 69 1,000 - - 1,225
Impairment toss written back

during the financial year (Note 6) - {94) (2,311) - - - (2,405)
Disposals - - {1,443) {4,632} (9,262) (1,912) (17,249)
Disposal of subsidiaries - {1,856) - - - {225) {2,081)
Write-offs - - - - (289) (372) (661)
Reclassification - - - {10,111) - 10,111 -
Foreign currency translation - 270 2,417 951 312 261 4,211
End of financial year, as restated 921,657 6,478 83,534 555,666 88,651 37,888 1,693,874
Net book value
End of financial year, as restated 1,385,651 83,690 39,403 608,132 37,420 13,069 2,168,365

Property, plant and equipment included under others consist of motor vehicles, office equipment, furniture, fixture and fittings.
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18. Property, Plant and Equipment {continued)
Company
Vessels Freshold Leasehold Computers
Vesselin under land and land and and
operation construction buildings  buildings software  Others Total
2007 UsS$'000 US$000 US$'000 us$'000 US$'000 US$000 USH000
Cost
Beginning of financial year 50,3486 - 377 1,555 2,734 8,148 63,160
Additions - 239,110 - 353 1,024 23 240,510
Disposals - - - - (55) - (55)
End of financial year 50,346 239,110 377 1,908 3,703 8,171 303,615
Accumulated depreciation and
accumulated impairment losses
Beginning of financia! year 7,288 - 315 598 1,624 6,182 16,007
Depreciation charged during
the financial year 2,737 - 16 597 297 866 4,513
Disposals - - - - {16} - (16)
End of financial year 10,025 - AN 1,195 1,905 7,048 20,504
Net book value
End of financial year 40,321 239,110 46 713 1,798 1,123 283,111
Freehold Leasehold Computers
Vessel in land and land and and
operation buildings buildings software Others Total
2006 US$'000 UsS$'000 Us$'000 US$'000 us$000 USS000
Cost
Beginning of financial year 50,346 377 1,279 2,644 8,133 62,779
Additions - - 276 90 15 381
End of financial year 50,346 ar7 1,555 2,734 8,148 63,160
Accumutated depreciation and
accumulated impairment losses
Beginning of financial year 4,385 299 114 1,145 5,317 11,260
Depreciation charged during the
financial year 2,903 16 484 479 865 4,747
End of financial year 7,288 315 598 1,624 6,182 16,007
Net book value
End of financial year 43,058 62 957 1,110 1,966 47,153
Property, plant and equipment included under others consist of motor vehicles, office equipment, furniture, fixture and fittings.
During the financial years ended 28 December 2007 and 29 December 2006, the Company’s vessel was chartered out to one
of its subsidiaries, which in turn chartered it out to a third party.
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{a)  As at 28 December 2007 and 29 December 2008, none of the vessels of the Group were under finance lease
agreements. Net book value of other property, plant and equipment under finance lease agreements as at
28 December 2007 amounted to US$0.1 million (2006: US$0.6 million).

Finance leases and instalment arrangements for acquisitions of property, pfant and equipment are disclosed under Note
30 to the financial statements.

(b) At the balance sheet date, the net book value of vessels of the Group charged by way of legal mortgages to banks
for term loans (Note 26) amounted to US$97.5 million (2006: US$102.0 million). Net book value of other property, plant
and equipment charged by way of legal mortgages to banks for term loans as at 28 December 2007 amounted to
US53.3 million (2006: US$3.3 million).

Securities provided by way of charges on vessels of the Group include assignments, in applicable circumstances, of
insurance claims.

(¢} Borowing costs of LUS$5.6 million (2006: US$NIl), which arise on the financing arrangement specifically entered into for
the construction of vessels, are capitalised during the financial year.

(d)  Theimpairment losses written back in 2007 for freehold land and buildings relate to the “Others” business segment
(Note 38). The recoverable amount was determined at the individual property level and represents the fair value less
costs to sell, determined by reference {o market prices of equivalent assets.

{e)  The following shows the net book value of vessels of the Group that are chartered out to third parties under
operating leases:

Group
2007 2006
US$'000 US$'000
Cost 462,947 297,041
Accumulated depreciation {205,304) {102,185)
Net book value 257,643 194,856

The depreciation charge for vessels chartered out under operating leases in 2007 is U5$22.2 million (2006: US$14.9
millicn).

There is no other property, ptant and equipment of the Group that is leased out to third parties under operating leases.

—
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19. Investment Properties
2007 2006
Group us$'a00 US$000
Cost
Beginning of financial year 32,684 -
Effect of adoption of FRS 40 - 30,198
As restated 32,684 30,198
Subsequent expenditure 18 5
Disposals (5,699) -
Disposal of subsidiaries (3,266) -
| Transfer from property, plant and equipment 1,206 -
Foreign currency translation 3,198 2,481
End of financial year 28,142 32,684
Accumulated depreciation and accumulated impairment losses
Beginning of financial year 9.570 -
Effect of adoption of FRS 40 - 8,086
As restated 9,570 8,086
Depreciation charged during the financial year (Note 6} 478 470
Impairment loss charged during the financial year (Note 6) - 625
Impairment loss written back during the financial year (Note 6) (1,570) -
Disposals (1,454) -
Disposal of subsidiaries {1.223) -
_ Transfer from property, ptant and equipment 28 -
Foregign currency translation 965 389
End of financial year 6,794 9,570
Net book value
End of financial year 21,348 23,114
Fair value ] 36,394 27,325

Investment properties represent the Group’s interests in freehold tand and buildings that are held for long-term rental yields
and/or capital appreciation, and relates mainly to a property in Singapore.

The fair values of investment properties at balance sheet date are determined by independent professional valuers with
appropriate recognised professional qualifications and recent experience in the location and category of the properties
being valued.

Valuations are mainly based on two methods, namely the Direct Comparison Method and the Income Method. The Direct
Comparison Method relies on the presence of market transactions to provide an indication of value. The Income Method
estimates the present worth of the rights to future benefits, such as rental, to be derived from the ownership of a property.

Investment properties are leased to non-related parties under operating leases.

The impairment loss written back in 2007 relates to the “Others” business segment {Note 38). The recoverable amount was
determined at the individual property level and represents the fair value less costs to sell.

The following amounts are recognised in the income statement:

2007 2006

us$'000 US$'000

Rental income {Note 5) 1,597 1,818
Direct operating expenses {incfuding repairs and maintenance)

arising from investment properties that generated rental income (1,434) (1,433)
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20. Deferred Charges

Group

2007 2006

Us$000 UsS$'000

Balance at beginning of financial year 3,31 1,887
Additions during the financial year 1,900 2,266
Amount amortised during the financial year (Note 7) (998) {842)
Balance at end of financial year 4,213 3,31

21. Intangible Assets
Group Company

2007 2006 2007 2006

us$'000 US$'000 US$'000 US$'000

Contract and lease advantages - 9,408 - -
System technology and software 56,521 56,105 888 757
Terminal berthing rights 14,000 14,000 - -
License fee 12,678 - - -
83,199 79,513 888 757

Accumulated amortisation and accumulated

impairment losses (50,272) {53,398) (747) (731)
tet book value 32,927 26,115 141 26
Met book value at beginning of financial year 26,115 27,492 26 35
Amount amortised during the financial year (Note 6) {6,491} (6,709) 21 {23)
Additions 13,450 5,533 137 14
Disposals - (102) m -
Foreign currency translation (147} {99) - -
Met book value at end of financial year 32,927 26,115 141 26

The Group acquired intangible assets with an aggregate cost of US$13.5 million (2006: US$5.5 million) during the financial
year, for which cash payments of US$1.2 million (2006: US$5.5 million) were made.

Amortisation of intangible assets included in the income statement is categorised as follows:

Group
2007 2006
US$'000 US$'000
Cost of sales 756 887
Other operating expenses 5,735 5,822
Total {(Note 6) 6,491 6,709
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22. Goodwill Arising on Consolidation

Group

2007 2006

us$000 US$'000

Balance at beginning of financial year 121,454 221,453
Impairment loss charged during the financial year (Note 6} - (99,999)
Balance at end of financial year 121,454 121,454
Cost 292,629 292,629
Accumulated impairment losses (171,175) (171,175)
Net book value : 121,454 121,454

No impairment loss was recognised during the financial year ended 28 December 2007. The impairment loss charged in 2006
relates to the warehousing service businesses.

Impairment test for goodwill

Goodwill is allocated to the Group’s CGUs identified within the business segments.

A segment-level summary of the goodwill allocation is presented below.

2007 2006

Note USs$'000 Uss$'000

Liner (a) 113,395 113,395

Logistics (b) 8,059 8,059

Net book value 121,454 121,454
(a) Liner

(b)

The recoverable amount of the liner business is determined based on value-in-use calculations. These calculations use
discounted cash flow projections based on financial budgets approved by management covering a five-year period.

Cash flows beyond the five-year period are forecasted using estimated growth rate of 1.5% (2006: 1.5%) per annum,
after considering the operating capacity of the liner business. The growth rate does not exceed the long-term average
growth rate for the industry in which the liner business operates.

The weighted average cost of capital (“WACC™) of 8.75% (2006: 8.0%) per annum is used to determine the recoverable
arnount of the liner business. The cost of equity component of WACC is derived using the capital asset pricing model.

Logistics
Goodwill for the logistics business relates to the forwarding business of a subsidiary.

The recoverable amount is determined based on value-in-use calculations. These calculations use discounted cash flow
projections based on financial budgets approved by management covering a five-year period.

Cash flows beyond the five-year period are forecasted using estimated growth rate of 5.9% (2006: 5.2%) per annum.
The growth rate does not exceed the long-term average growth rate for the industry in which the subsidiary operates.

The WACC of 10.0% (2006: 10.0%) per annum is used to determine the recoverable amount. The cost of equity
component of WACC is derived using the capital asset pricing model,
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23. Other Non-current Assets

Group Company
‘ 2007 2006 2007 2006
Note US$’000 USs$'000 US$'000 US$ 000
Loans receivable (net of impairment provision) (Note 24) 2,845 3,254 2,586 2.9:M
Long term deposits 12,985 12,884 - 167
Net defined benefit pension plan assets {Note 33) 7,049 7,312 - -
. Other long-term investments (a} 15,480 14,917 - -
COthers {b} 34,746 35,512 - -
73,105 73,889 2,586 3,098
Notes:

(2}  Other long-term investments are not financial assets and do not fall under the categories described in FRS 39.

() Included in other non-current assets (Others) of the Group as at 29 December 2006 was US$1.2 million due from fellow
subsidiaries of the ultimate holding company. These balances were trade in nature.

24. Loans Receivable

Group Company

2007 2006 2007 2006

Us$'000 US$'000 US$ 000 us$'000

Loans receivable 7,230 7.998 6,898 7,399
Provision for impairment loss {3.689) (3,797) {3,689} {(3,785)
3,541 4,201 3,209 3,614
Amount receivable within 12 months (Note 12) (696) (947} {623) (623)
Amaount receivable after 12 months (Note 23) 2,845 3,254 2,586 2,991

25. Current Liabilities
Group Company
2007 2006 2007 2006
Note us$'000 us$'o00 US$'000 US$'000
{a) Trade and Other Payables

Trade payables 221,409 219,228 4,371 2,709
Accrued operating expenses 832,037 636,522 23,383 26,109
Accrued interest payable 7,033 7,882 - -
Sundry payables 55,255 51,291 3,054 4,803
Amounts due to subsidiaries {non-trade) 0] - - 61,928 52,272
Dividend payable 762 710 762 710
1,116,496 915,633 93,488 86,703

Note;

() The amounts due to subsidiaries {non-trade) are unsecured, repayable on demand and interest free.

Included in trade and other payables of the Group is US$11.8 million (2006: US$10.8 million) due to fellow subsidiaries
of the ultimate holding company. These batances are trade in nature.
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25. Current Liabilities (continued)
Group
2007 2006
US$'000 Us$'000
{b}  Other Current Liabilities
Deferred revenue 238,218 178,472
Deferred revenue arises from the percentage-of-completion method for revenue recognition.
26. Borrowings
| Group Company
2007 2006 2007 2006
Note US$'000 Us$'000 US$'000 Us$'000
{a} Current
Secured:
Bank borrowings (i 6,897 5,980 - -
Finance lease liabilities (Note 30) 59 235 - -
6,956 6,215 - -
Unsecured:
Bank borrowings (i) 47,307 135,468 - -
Loans from subsidiaries (iii) - , - 2,268 8,539
| 47,307 135,468 2,268 8,539
Total current borrowings 54,263 | 141,683 2,268 8,539
1
{b} Non-current i
Secured:
Bank borrowings {i) 93,484 87,216 - -
Finance lease liabilities (Note 30} 683 70 - -
93,547 87,286 - -
Unsecured:
Bank borrowings (i} 350,000 350,000 - -
Senior Debentures due 2024 {iv} 93,705 93,126 - -
443,705 443,126 - -
Total non-current borrowings 537,252 530,412 - -
Total borrowings 591,515 672,095 2,268 8,539
Notes:
()] Secured bank borrowings
The loans are secured mainly on vessels (Note 18) and repayable in instalments pursuant to their respective loan
agreements,
(i)  Unsecured bank borrowings

These loans are repayable in instalments pursuant to their respective loan agreements.

(i}  Loans from subsidiaries
The loans from subsidiaries are unsecured, interest free and repayable on demand,

{ivy  Senior Debentures due 2024
The Group issued 8% Senior Debentures in 1994, Coupon payments are due semi-annually. The Senior Debentures
have an effective interest rate of 10.60% (2006: 10.60%) per annum. The agreement on the Senior Debentures contains,
among other restrictions, a covenant that limits the Group’s ability to allow liens on assets.
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{c) Carrying Amounts and Fair Values
The fair values of borrowings at the balance sheet date are based on expected future cash flows, discounted using
borrowing rates which would be available to the Group at the balance sheet date, or where oblainable, an estimate from
reputable financial institutions.

The following fair values are for information purposes onlty and are not recognised in the financial statements.

The estimated fair values of the Group's and the Company's horrowings approximate their carrying amounts as shown in
the balance sheets except for certain borrowings disclosed as follows:

Carrying amounts Fair values

2007 2006 2007 2006
Group uss$'000 US$'000 Us$'000 US$'000
Senior Debentures due 2024 93,705 93,126 111,816 116,475

(d) Maturity Profile of Borrowings
The current borrowings are repayable within the next 12 months.

The maturity profile of non-current borrowings of the Group is as follows:

Group
Secured
Secured Unsecured finance
bank bank lease
loans loans liabilities Total
As at 28 December 2007 uss$'o00 US$'000 USs$000 US$'000
Amount repayable in:
2008 7,113 - 38 7,151
2010 11,935 - 25 11,960
2011 12,311 - - 12,311
2012 11,891 - - 11,891
Thereafter 50,234 443,705 - 493,939
93,484 443,705 63 537,252
Secured
Secured Unsecured finance
bank bank lease
loans loans liabilities Total
As at 29 December 2006 US$'000 USs$'000 us$'000 US$’000
Amount repayable in:
2008 6,651 - 50 6,701
2009 7051 - 10 7,061
2010 7,410 - 10 7,420
2011 7,787 - - 7,787
Thereafter 58,317 443,126 - 501,443
87,216 443,126 70 530,412

The bank loans are secured mainly on vessels, and the finance lease liabilities are secured mainly on equipment and
maotor vehicles.

The Company has no non-current borrowings from external parties as at 28 December 2007 and 29 December 2006.
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26. Borrowings (continued)

{e} Effective Interest Rates

The effective interest rates of the Group as at 28 December 2007 and 29 December 2006 are as follows:

Group
2007 2006
| % %
Secured loans 5.38-~11.00 5.88-8.25
Unsecured loans 503-11.88 556-1238
Senior Debentures due 2024 10.60 10.60
- Finance lease liabilities 9.46 - 19,46 3.69-19.46"

12 . . . . . . N
These relate primarily to leases for various equipment used in the warehouse to service customers and cost is recovered from

these customers.

The exposure of berrowings of the Group to interest rate changes and the periods in which the borrowings “reprice” or
mature, whichever is earlier. are as follows:

Group
2007 2006
US$ 000 UsSS'000
Variable rates
- Not later than one year 466,156 561,968
: Fixed rates
— Not later than one year 16.731 14,539
- Later than one year but not later than five years 14,881 2,018
- Later than five years 93,747 93,570
591,515 672,095
27. Provisions
Group Company
2007 2006 2007 2006
Note Us$'000 US$'000 UsS$'000 US$'000
{a) Current
Provision for restructuring and
termination costs {i) 5,035 14,634 370 926
Provision for drydocking costs (i) 1,583 1,914 - -
Provision for insurance, litigation and
other claims (ii)) 31,954 30,481 - -
38572 47.029 370 926

(b} Non-Current

Provision for drydocking costs (i) 173 - - -
Provision for net defined benefit pension

plan obligations {Note 33) 40,093 35,997 - -
Provision for insurance, litigation and

other claims (iii) 72,337 68,423 - -
Provision for obligations in associated

companies {iv) 11,010 11,567 - -

123,613 115,987 - -
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] Movernents in provision for restructuring and 2007 2006 2007 2006
termination costs are as follows: uss'o00 US$'000 US$'000 uss$'o00
Batfance at beginning of financial year 14,634 2,375 926 860
Provision during the financial year
- termination costs (Note 8) 2715 13,531 - 175
Utilised during the financial year (10,834} {906) {507} (109)
Write-back of provision during the year
- termination costs (Note 8) (1,480) (360} 49) -
Foreign currency translation - {6) - -
Balance at end of financial year 5,035 14,634 370 926

Restructuring and termination provisions mainly relate to employee termination payments. They are recognised in
the financial year in which the Group becomes legally or constructively committed to payment. Employee termination
benefits are recognised only either after an agreement is in place with the appropriate employee representatives
specifying the terms of redundancy and the number of employees affected, or after individual employees have been

Notes:
Group Company
‘ advised of the specific terms. Costs related to the on-going activities of the Group are not provided in advance.

. Group

2007 2006

it Movements in provision for drydocking costs are as follows: uss$'o000 Us$'000

Balance at beginning of financial year 1,914 691

Provision during the financial year {Note €) 2,242 1,223

Utilised during the financial year (2,255) -

Write-back of provision during the financial year (Note 6) {145) -

Balance at end of financial year 1,756 1,914

Provisions for drydocking costs relate to the estimated fiability for future drydocking of vessels ¢n opaerating leases at
balance sheet date where the Group has a legal/contractual obligation to arrange these vessels for drydocking. These
provisions are calculated based on past historical experience of the level of repairs and replacement required.

Group

' iy Movements in provision for insurance, litigation and 2007 2006
other claims are as follows: Us$'000 uss$'000

| Balance at beginning of financial year 98,904 82,634
Provision during the financial year 35,929 45,303

| Utilised during the financial year {28,542) (24,866)
. Write-back of provision during the financial year (3,495) (5.319)
Foreign currency translation 1,495 1,162

Balance at end of financial year 104,291 98,904

In connection with the Group's operational activities, it may be liable for claims. Other than the provisions made above,
management believes that the Group is not liable under such claims, and/or that it is not possible to estimate the
amount of additional losses, if any, that might resuft from adverse judgements against the Group.
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27. Provisions (continued)

Group

{iv)  Movements in provision for obligations in 2007 2006
associated companies are as follows: US$’000 Us$'000
Balance at beginning of financial year 11,567 8,520
Provision during the financial year - 1,208
Writa-back of provision during the financial year (496} -
Disposal of an associated company (932} -
Foreign currency translation 871 1,841
Balance at end of financial year ' 11,010 11,567

Provisions for obligations in associated companies relate to additional losses provided for to the extent that the Group
has to satisfy obligations of the associated companies that the Group has guaranteed or otherwise committed.

28. Deferred Income

Group
2007 2006
Us$'000 Us$'000
Balance at beginning of financial year 10,115 15,180
Amount deferred during the financial year 3,020 20
Amount amortised during the financial year (Note 5) {7,935) (5,085)
Balance at end of financial year 5,200 10,115
Less: Current portion (4,663} (4,637)
Non-current pertion 537 5,478
Deferred income relates to the deferred gain on sale and leaseback of assets (refer to Note 2.15).
29. Other Non-current Liabilities
Group
2007 2006
Us$°000 USs$'000
Deferred lease payables 52,400 49,927
Others 25,581 18,889
77,981 68,816

Deferred lease payables relates to liabilities arising from the recognition of rental expenses on operating leases on a straight-
line basis.
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30. Finance Lease Liabilities

Finance lease liahilities relates mainly to equipment and motor vehicles acquired under finance leases.

As at 28 December 2007
Group
Future Lease Payments uss$000
Amount repayable in one year or less 74
Amount repayable in:
2009 a
2010 3
Minimum lease payments 146
Less: Future finance charges (24)
Total finance lease liabilities 122
Representing finance lease liabilities:
Not later than one year {Note 26) 59
Later than one year but not later than five years (Note 26) 63
Total finance lease liabilities 122
As at 29 December 2006
Group
Future Lease Payments us$'000
Amount repayable in one year or less 435
Amount repayable in:
2008 108
2009 11
2010 10
Minimum lease payments 564
Less: Future finance charges {258}
‘ Total finance lease liabilities 305
Representing finance lease liabilities:
Not later than one year (Note 26) 235 ‘
i Later than one year but not later than five years (Note 26} 70 ‘
Total finance lease liabilities 305 1

These leases terminate at various dates and the lease agreements provide options to purchase the leased assets at specified
values.
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Number of shares

Shares
Authorised Issued Treasury held by employee
share capital share capital shares benefit trust

2007
Balance at beginning of financial year - 1,456,480,540 - (1,633,058)
Shares issued under employee equity

compensation schemes - 13,461,004 - -
Purchase of treasury shares - - {2,350,000) -
—] Treasury shares re-issued - - 123,666 -
Sale of shares by employee

benefit trust - - - 843,000

|
3t. Share Capital, Treasury Shares and Shares Held by Employee Benefit Trust

Balance at end of financial year - 1,469,941 544 (2,226,334) (790,058}

2006
Balance at beginning of financial year 3,000,060,000 1,453,475 876 - {913,058)
Shares issued under employee

equity compensation schemes - 1,501,664 - -
Capital distribution to equity holders - - - -
Balance before transfer of share

premium reserve to share capital 3,000,000,000 1,454,977 540 - (913,058)
— Effect of Companies (Amendment)
| Act 2005 {3,000,000,000) - - -
Shares issued under employee equity

compensation schemes - 1,503,000 - -
Purchase of shares by employee

benefit trust - - - (720,000}

Balance at end of financial year - 1,456,480,540 - (1,633,058}

With the implementation of the Companies (Amendment) Act 2005 on 30 January 2006, the concept of authorised share capital
was abolished and the shares of the Company have no par value. Consequently, the balance in share premium within equity as
at 30 January 2006 had been reclassified to the Company’s share capital.

All issued shares are fully paid.

The holders of ordinary shares (except treasury shares) are entitled to receive dividends as and when declared by the Company.
All ordinary shares (except treasury shares) carry one vote per share.

In 2005, the Company announced a proposed capital reduction exercise pursuant to which a cash distribution of $$0.92 was
proposed to be made to shareholders for each ordinary share (at par vatue of $$1.00) in the capital of the Company held as at
the books clesure date {27 January 2006). No cancellation of shares or change in the number of shares held by shareholders
was propased to be made through the proposed capital reduction exercise.

On 3 January 20086, the Company announced that the proposed capital reduction exercise has been approved by shareholders
at an Extraordinary General Meeting (“EGM") held on that day. Court approval for the proposed capital reduction exercise and
effective date for the capital reduction exercise were announced by the Company on 11 and 27 January 2006 respectively.
Pursuant to the capital reduction exercise, the Company paid a total of approximately $$1.34 billion {US$0.82 billion) in cash
(appropriated from share premium account and retained earnings) to shareholders on 21 February 2008.
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Amount
Authorised Share Share Total share ¢apital and Treasury Shares held by employee
share capital capital premium share premium shares benefit trust
$$°000 USS$'000 US$'000 US$'000 US$'000 US$'000
- 822,066 - 822,066 - (2,482)
- 18,672 - 18,672 - -
- - - - {7,279 -
- - - - 353 -
- - - - - 1,872
- 840,738 - 840,738 (6,926) (610)
3,000,000 814,447 556,586 1,371,033 - {1,399
- 913 2,758 3,671 - -
- - {555,814} (555,814} - _
3,000,000 815,360 3,530 818,890 - (1,389)
{3,000,000) 3,530 (3,530) - - -
- 3,176 - 3,176 - -
- - - - - (1.083)
- 822,066 - 822,066 - (2,482}
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31.

32.

Share Capital, Treasury Shares and Shares Held by Employee Benefit Trust (continued)

(@  Share options and performance shares
During the financial year, the Company issued 11,587,797 (2006: 2,534,000) new ordinary shares to the participants of
the NOL SOP who exercised their options to purchase ordinary shares at the subscription price of between 5$2.06 to
$$2.20 (2006: 5$2.06 to $$2.98) per share.

During the financial year, 1,873,207 (2006: 470,664) performance shares were vested on 2 January 2007 (2006:
2 January 2006).

The newly issued shares rank pari passu in all respects with the previously issued shares.

(b)  Treasury shares
Pursuant to the share purchase mandate approved at the Annual General Meeting (“AGM”) held an 18 April 2007, the
Company purchased a total of 2,350,000 shares (2008: Nil) during the financial year. The shares were purchased by
way of market acquisitions at prices ranging from 5$3.94 to $$4.98 per share and the total consideration paid was
US$7,278,756 (2006: USSNIl), including transaction costs. The share purchases were made out of the Company's capital
and held as treasury shares for the purposes of fulfilling the Company’s obligations under the NOL SOP and NOL PSP

During the financiat year, the Company re-issued 123,666 (2006: Nil) treasury shares pursuant to the NOL SOP at exercise
prices of $$2.06 and S$2.20 (2006: S$Nil} per share, for share options granted on 31 Decemnber 2004 and 13 March 2006
respectively.

{c)  Shares held by employee benefit frust
The Gompany had set up an employee benefit trust fund whose purpose is to purchase and hold the Company's shares
acquired from the Singapore Exchange for issuance of units to employees under the Staff Share Ownership Scheme.
For avoidance of doubt, these shares previously disclosed as “treasury shares” in 2006 were renamed to “shares hald by
employee benefit trust” during the financial year.

Dividends
Group and Company
2007 2006
US$'000 us$000
Crdinary dividends paid
Final tax exempt (one-tier) dividend of 4.00 Singapore cents per share paid in
respect of the financial year 2006 (2005: Nil Singapore cents per share) 38,671 "
Interim tax exempt (one-tier) dividend of 4.00 Singapore cents per share
paid in respect of the financial year 2007 (2006: 4.00 Singapore cents per share) 38,820 36,752
77,491 36,752

* In view of the cash distribution of 92.00 Singapore cents per share which was significantly higher than the Coempany’s dividend policy, no final
dividend was declared for the financial year 2005.

Ordinary dividends proposed
The Directors recommended a final tax exempt (one-tier) dividend of 10.00 Singapore cents per share in respect of the financial
year ended 28 December 2007 for approval by shareholders in the next AGM to be convened an 16 April 2008.

The recommended final dividend has not been provided for in these financial statements and wilt be accounted for in the
shareholders’ equity as an appropriation of 2007 profits after tax in the financial statements for the financial year ending
26 December 2008.
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33. Employee Benefits

{a} Equity Compensation Benefits

| The Group offers the following employee equity compensation plans:
I (i} Employee Share Option Plan
] (i) Performance Share Plan
(il Replacement Rights Plan
. (iv) Staff Share Qwnership Scheme

{ft Employee Share Option Plan
Share options under the NOL SOP are granted to Directors and employees of the Group. The exercise price of
the options is determined at the average closing market price of the shares for the three trading days immediately
preceding the grant date. Individual awards to employees take into consideration the job level, parformance
and leadership potential of the employee. Pursuant to the terms of the NOL SOP, share options will vest after a
specified number of years from the grant date.

Details of options granted, exercised and cancelled under the NOL SOP during the financial year ended
28 December 2007 are as follows:

Share Options {a) (b} {c) {d) (e) {f) Total
Date option granted 31/12/04  31/12/04  13/%06'  13/3/06" 12/3/07"7  12/3/077

Exercise period

From 31/12/05  3112/05  13/3/07 13/3/07 12/3/08  12/3/08

To 30/12/09  30/12/14  12/3/11 12/3M16 11/312 14317

Exercise price per option S$2.06"  S$2.06" S$2.20 $$2.20 S%$3.32 $$3.32

Number of options
outstanding as
at 30 December 2006 641,000 12,340,000 581,000 20,782,000 - — 34,344,000

During the financial year

— Options granted - - - - 384,000 6,907,000 7,291,000
- Options exercised  (126,000) {7,609,500) — (3,975,963) - -{11,711,463)
- Options cancelled - (53,000} - {1,333,004) - {247,000} (1,633,004}

Balance as at
28 December 2007 515,000 4,677,500 581,000 15,473,033 384,000 6,660,000 28,290,533

b In accordance with the modified rules of NOL SOP approved by shareholders at the EGM held on 3 January 2006 and the

advice of the independent financial advisor, the exercise price of the outstanding share opticns under the NOL S0P was

reduced by 5$0.92 to 5$2.06 as a result of the capital reduction and cash distribution exercise.
1 From the date of grant, cne-third of the share options granted have vested on 13 March 2007. One-third will vest on
13 March 2008 and the remaining one-third will vest on 13 March 2009.

From the date of grant, one-third of the share options granted will each vest on 12 March 2008, 12 March 2009 and
12 March 2010.

Neptune Orient Lines Limited {Incorporated in Singapore) and its Subsidiaries Annual Report 2007 (Supplement) 15




33. Employee Benefits (continued)

{a)

Equity Compensation Benefits (continued)

)

Employee Share Option Plan {continued)

Out of the outstanding options on 28,290,533 (2006: 34,344,000) shares, 8,709,095 {(2006: 12,981,000} options are
exercisable as at 28 December 2007. For the options exercised during the financial year, the weighted average price

at the date of exercise was 5$2.89 (2006: $$2.82) per share.

The fair value of NOL share options granted on 12 March 2007 was determined using the Trinomial valuation model
on the date of grant. The significant inputs into the model and the fair values determined were:

Employee Share Option Plan

Options granted with contractual fife of 10 years
Grant date
Vesting date

12 March 2007 12 March 2007 12 March 2007
12 March 2008 12 March 2009 12 March 2010

Expected life 5.5 years 6.0 years 6.5 years
Share price 5$3.60 $$3.60 553.60
Exercise price 5$3.32 8$3.32 5%3.32
Expected dividend yield 3.58% 3.47% 3.38%
Risk-free rate 2.96% 2.99% 3.02%
Volatility 429" 41%"° %'
Fair value per share option 5%1.28 5$1.28 5%1.30

Options granted with contractual life of 5 years
Grant date
Vesting date

12 March 2007 12 March 2007 12 March 2007
12 March 2008 12 March 2009 12 March 2010

Expected life 3.0 years 3.5 years 4.0 years
Share price $33.60 S$%3.60 $32.60
Exercise price 5$3.32 $$3.32 $$3.32
Expected dividend yield 2.78% 3.10% 3.54%
Risk-free rate 2.85% 2.88% 2.91%
Volatility 36%" 36%"° 37%"
Fair value per share option 5$0.95 5$1.00 5$1.03

" The expected share price volatility for options that vest on 12 March 2008, 12 March 2009 and 12 March 2010 is

determined with reference to a statistical analysis of the continuously compounded daily rates of return on the shares
5.5 years, 6.0 years and 6.5 years prior to the date of grant respectively.

® The expected share price volatility for options that vest on 12 March 2008, 12 March 2009 and 12 March 2010 is
determined with reference to a statistical analysis of the continuously compounded daily rates of return on the shares
3.0 years, 3.5 years and 4.0 years prior tc the date of grant respectively.
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(i} Performance Share Plan
Performance shares are awarded to key executives conditional upon the Group meeting or exceeding a prescribed
financial target condition during the performance period, and also conditionat on the participants meeting their
performance conditions. Pursuant to the terms of the NOL PSP, performance shares will vest after a specified
number of years from the end of the performance period. Details of performance shares awarded to Executive
Directors and employeas are as follows:

Performance Shares (@) (b} {c) (d) Total

Perfarmance period
From 27/12/03 01/01/05 31/12/05 30/12/06
To 31/12/04%° 30/12/05™ 29/12/06%* 28/12/07%

Number of shares outstanding

as at 30 December 2006 1,097,115 3,904,000 - - 5,001,115
During the financial year

- Shares awarded - - 1,858,000 - 1,858,000

- Shares vested (548,556) {1,324,651) - - {(1,873,207)

— Shares cancelled - (174,001) {27,000) - {201,001)
Balance as at 28 December 2007 548,559 2,405,348 1,831,000 - 4,784,807

2 From the end of the parformance period, one-third of the performance shares awarded have each vested on 2 January 2008,

2 January 2007 and 2 January 2008.

From the end of the performance period, ane-third of the performance shares awarded have vested on 2 January 2007 and
one-third have vested on 2 January 2008. The remaining one-third will vest on 2 January 2009.

21

From the end of the performance period, one-third of the performance shares awarded have vested on 2 January 2008. One-
third wilt vest on 2 January 2009 and the remaining one-third will vest on 2 January 2010.

Performance shares for the performance period 30 December 2006 to 28 December 2007 will be awarded in 2008 after the
announcement of the financial year 2007 annual resutts, upon raview and approval by the Executive Resource and
Compensation Committee.

The fair value of NOL performance shares awarded on 12 March 2007 was determined using the Black Scholes
option pricing model on the date of award. The significant inputs into the model and the fair values determined
were:

Performance Share Plan

Award date 12 March 2007 12 March 2007 12 March 2007
Vesting date 2 January 2008 2 January 2009 2 January 2010
Contractual life 296 days 662 days 1,027 days
Share price $$3.60 5%3.60 5%3.60
Exercise price SENil SENil S$Nil
Expected dividend yield 2.74% 2.53% 2.96%
Risk-free rate 2.68% 2.73% 2.83%
Fair value per performance share §%$3.52 S$3.44 5$3.31
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33. Employee Benefits (continued)

(a) Equity Compensation Benefits (continued)

{iiiy Replacement Rights Plan
Replacement rights, which are cash settled, are awarded to key executives conditional upon the participants meeting
their performance conditions. From the end of the performance period, 50% of the replacement rights awarded will
vest after two years, and the remaining 50% after three years. Details of replacement rights awarded to Executive
Directors and employees are as follows:

Replacement Rights

Performance period™

From 29412/
To 26/12/03°
Number of rights outstanding as at 30 December 2006 1,204,717
During the financial year

- Rights vested (1,204,717)

Balance as at 28 December 2007 -

* For key executives who were not eligible during the period 29 December 2001 to 27 December 2002, their performance period
started from 28 December 2002 instead.

* From the end of the performance period, 50% of the replacement rights awarded have vested on 31 December 2005 and the
remaining 50% have vested on 31 Decemnber 2005,

There were no new issue of replacement rights since the financial year ended 29 December 2006. Subsequent to
the settlement of the replacement rights which vested on 31 December 2006, there were no replacement rights
outstanding as at 28 December 2007,

(iv) Staff Share Ownership Scheme
The Group offers the Staff Share Ownership Scheme to all eligible Singapore employees. Certain companies in the
Group will make corresponding contributions of $5$0.50 for every $$1.00 contributed by the employees, upto a
maximum of $$250 per month for each employee. All contributions collected will be credited to an employee benefit
trust fund which will be used to buy the shares of the Company for issuance of units to the employees. Cash is paid
to employees when they exercise the right to redeem the units or upon full withdrawal from the scheme, which may
occur whilst in employment or on their last day of service with the Group. The redempticn of units or withdrawal from
the scheme is subject to the terms and conditions under the Staff Share Ownership Scheme. The Group consolidates
the trust and the Company’s shares held by the employee benefit trust are accounted for in accordance with FRS 32.

The fair vatue of the shares held under the Staff Share Ownership Scheme was determined based on the closing
price of NOL shares as at 28 December 2007.

The number of shares held by employee benefit trust as at 28 December 2007 is disclosed in Note 31,
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{b) Post-Employment Defined Benefit Plans
The Group has several defined benefit pension plans covering eligible employees of certain subsidiaries.

The Group also shares the cost of its health care benefits with eligible retired employees of certain subsidiaries and
recognises the cost of providing health care and other benefits to retirees over the term of employee setvice.

The fellowing tables summarise the components of net benefit expense recognised in the consolidated income
statemnent and the funded status and amounts recognised in the consofidated balance sheet.

The amounts recognised in the income statement are as follows:

Net Benefit Expense

Defined benefit Post-retirement
pension plans benefits
2007 2006 2007 2006
US$’000 USs$'000 US$'000 US$000
Current service cost 10,437 10,946 1,024 931
Interest cost on benefit obligation 13,827 13,026 2,190 2,093
Expected return on plan assets (13,915) (12,933) - -
Net actuaria! losses recognised 1,908 1,665 799 872
Past service cost 8640 497 324 324
Curtailment effect 3,929 - - -
Net benefit expense (Note 8) 16,826 13,201 4,337 4,220
Actual return on plan assets (19,429) (23,424} - -
The amounts recognised in the balance sheet are as follows:
Net Benefit Liability
Defined benefit Post-retirement
pension plans benefits
2007 2006 2007 2006
us$'000 US$'000 US$'000 Us$'000
Present value of funded benefits obligation 255,047 247,038 - -
Fair value of plan assets (207,150) {199,567) - -
47,897 47,471 - -
Present value of unfunded benefits obligations 13,445 13,556 43,969 37,995
Unrecognised net actuarial losses (50,074) (48,338} {17,654) {13,513)
Unrecognised past service cost (2,878) {5,935} {1,466) (2,341)
Others (59) {74} (136) (136)
Net benefit liability 8,331 6,680 24,713 22,005
Represented by:
Non-current asset {(Note 23) (7,049) (7,312) - -
Non-current liability (Note 27) 15,380 13,992 24,713 22,005
Net benefit liability 8,331 6,680 24,7113 22,005
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33. Employee Benefits (continued)

{b)

Post-Employment Defined Benefit Plans (continued)

The changes in the present value of defined benefit obligation are as follows:

‘Present Value of Defined Benefit Obligation

Present value of defined benefit obligation at
beginning of the financial year

Current service cost

Interest cost

Net actuarial losses

Benefits paid

Foreign subsidy on benefits paid

Past service cost

Curtailments

Foreign currency translation

Present value of defined benefit obligation at
end of the financial year

The changes in the fair value of plan assets are as follows:

Fair Value of Plan Assets

Defined benefit

Post-retirement

pension plans benefits

2007 2006 2007 2006
USs$'000 Uss$'000 USsS$000 US$'000
260,594 236,271 37,995 35,959
10,437 10,946 1,024 9
13,827 13,026 2,190 2,093
13.413 14,486 4,940 628
{27.,803) {15,826) {1,629) {1,742)
- - - 126

1,548 1,121 {551) -
{4,264) - - -
740 570 - -
268,492 260,594 43,969 37,995

Fair value of plan assets at beginning
of the financial year

Expected return on plan assets

Net actuarial gains

Employer contributions

Benefits paid

Foreign currency translation

Fair value of plan assets at end of
the financial year

Defined benefit

Post-retirement

pension plans benefits

2007 2006 2007 2006
Us$ooo Us$ooo Us$'000 UsS$'000
199,567 177,054 - -
13,915 12,033 - -
5,513 10,491 - -
15,126 14,932 1,629 1,742
(27,803) (15,826) (1,629) (1,742}
832 (17 - -
207,150 199,567 - -

The net deficit as at the end of the current and previous financial years are as follows:

Net Deficit

Defined benefit obligation
Plan assets

Deficit

Defined benefit

Post-retirement

pension plans benefits
2007 2006 2007 2006
US$'000 US$'000 US$'000 US$’000
268,492 260,594 43,969 37,995
(207,150) | (199,567) - -
61,342 61,027 43,969 . 37,995
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The net actuarial losses/{gains) included in the changes in the present value of defined benefit obligation and fair value of
plan assets during the current and previous financial years are as follows:

Defined benefit Post-retirement
pension plans benefits
2007 2006 2007 2006
us$'000 US$'000 Us$'000 us$'000
Defined benefit obligation
- Experience adjustments 16,104 12,051 (168) (2,882)
- Effect of changes in assumptions (2,691) 2,435 5108 3,510
13,413 14,486 4,840 628
Plan assets
- Experience adjustments (5,513} (10,491) - -

The major categories of plan assets as a percentage of total plan assets as at balance sheet date are as follows:

2007 2006
Defined Benefit Pension Plans % %
Equity securities 67.3 67.8
Debt securities 28.0 271
Others 4.7 5.1
100.0 100.0

The principal actuarial assumptions used in determining pension and post-retirement benefit obligations for the Group's
plans are shown below:

2007 2006
Defined Benefit Pension Plans % %
Weighted average discount rate 55 53
Rate of increase in compensation levels 4.3 4.3
Expected tong term rate of return on plan assets 6.9 7.2

2007 2006
Paost-retirement Benefits % %
Weighted average discount rate 6.0 57
Rate of increase in cost of post-retirement benefits 8.0 9.0

The rate of increase in cost of post-retirement benefits is assumed to reduce to 5.0% by 2013 and thereafter.

Assuming healthcare trend rates have a significant effect on the amounts recognised in the income statement, a one
percentage point change in assumed healthcare cost trend rates would have the following effects:

One percentage One percentage
point increase point decrease
USS$'000 US$'000

Effect on the aggregate of the current service
cost and interest cost 517 419
Effect on post-retirement benefit obligation 6,083 (5.014)

The expected long term rate of return on plan assets is based on historical returns. This is in line with the rate of return
for the next five years projected by external financial consultants, taking into consideration the Group's target asset
allocation, capital market assumptions and expenses.

The expected contributions to be paid in the next financial year for pension plans and post-retirement benefits
participated by the Group's employees are US$24.5 million and US$1.7 million respectively.
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34. Contingent Liabilities

Protection and Indemnity Insurance

Protection and indemnity (*P&I"} insurance has been arranged to cover the legal liability of the Group for its shipping
operations. Vessels operated by the Group are entered in P&l Clubs which are mutual protection and indemnity associations
and members of the International Group of P&I Clubs, A member of the mutual association is subject to calls payable to the
associations based on the member's claims records as well as the claim records of all other members in the International
Group of P&I Ciubs. In a mutual association, premiums are paid as advance calls during the policy year and these premiums
form a basic fund out of which claims and other outgoings are met, This fund is invested and any income earned is added to
it. This fund is supplemented, if necessary, by calls made after the end of the policy year so that when the policy year is finally
closed, there is neither profit nor loss. A contingent liahility (unsecured) exists for the Group to the extent that the aggregate
claims records of all the members of the associations show significant deterioration which may resutt in additional calls on the
members, the quantum of which is not ascertainable at the present time.

Litigation and Claims

In connection with the Group’s operational activities, it may be liable for claims. Other than the provisions made in the
consolidated financial statements, management believes that the Group is not liable under such claims, and/or that it is not
possible to estimate the amount of additional losses, if any, that might result from adverse judgements against the Group.

Pension Plan Obligations

Except as noted below, the Group has not undertaken, and does not presently intend, to withdraw from any multi-employer
plans to which it contributes, nor are there any known intentions to terminate the plans. Under the Multi-employer Pension Plan
Amendments Act of 1980 in the United States of America, should either event occur with respect to a plan, the Group may be
liable for its proportionate share of the plan's unfunded vested benefits. Based on information provided by the plan actuaries,
assuming a withdrawal at 29 December 2006, the share of these unfunded vested benefits attributable to operations of the
Group was approximately US%$65.2 million. The unfunded vested benefits attributable to operations of the Group, assuming a
withdrawal at 28 December 2007, is estimated to be US$63.9 million,

Employment Agreements

The Group has entered into employment agreesments with certain of its executive officers. Each of the agreements provides for
certain payments to the officer upon termination of employment by the Group other than as a result of death, disability (in most
cases), or justified cause, as defined. In addition, the agreements with certain senior executives provide for certain payments
to the officer if the officer terminates his or her emptoyment under certain circumstances following a change in control of the
respective legal entities. The estimated maximum future commitment under the foregoing termination provisions of these
employment agreements, in the aggregate, was US$11.6 million as at 28 December 2007 {2006: US$15.8 million).

Tax Exposures

Before the tax limitation period expired at the end of 2006, a subsidiary of the Group, APL Co. Pte Ltd {the “subsidiary™
received an income tax assessment on compensation damages that the subsidiary had received for premature termination of a
long-term agreement it had previously enjoyed. The subsidiary has objected to the tax assessment as it has been advised that
there ought to be no tax liability. As a result, the collection of the tax assessment has been stood over without penalties for the
time being by the tax authority.

The subsidiary has also sought legal advice which opines that the grounds for objecting to the tax assessment are strong and,
should it arise, the prospects of defeating the tax assessment in court are good. In addition, legal counsel has opined that the
tax exposure to the Group is remote.

Other than the provision made in the consolidated financial statements, management, on the basis of the advice given,
believes that the Group is not liable under such assessments.
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Guarantees
In addition to the above, the Group and the Company have contingent liabilities in respect of:

Group Company
2007 2006 2007 2006
Uss$'000 Us$’000 us$'oo0 US$'000
Guarantees for bank loans and other drawn
facilities received by:
~ Subsidiaries - - 523,758 644,017
- Others 7,606 11,176 7,606 11,176
7,606 11,176 531,364 655,193
Exciuded from the above figures are:

(@  Guarantees given by subsidiaries {(without recourse to the Company) to third parties of US$157.0 million (2006:
US$118.7 million} required for their operations.

()  Estimated maximum guarantees of US$1.2 billion (2006: US$1.1 billion) provided by the Company to lessors for default
payments on leasing of vessels, containers, chassis, warehouse and land by subsidiaries. The guarantee amounts will
reduce accordingly upon lease payments made by the subsidiaries.

()} Guarantees of US5$1,237.9 million (2006: US$875.7 million) provided by the Caompany for facilities granted to subsidiaries
which are unutilised as at balance sheet date.

The Group is a party to other various inquiries, administrative proceedings, litigation and other matters arising in the normal
course of business. While any proceeding or litigaticn has an element of uncertainty, based upon information presently
available, and in the light of legal and other defenses and insurance coverage and other potential sources of payment available
to the Group, management believes that the final outcome of these matters will not have a material adverse impact on the
Group’s consolidated financial position or operations.

| 35. Commitments

' {a} Capital Commitments

Capital expenditure contracted for at the batance sheet date but not recognised in the financial statements are analysed

. as follows:
Group Company

2007 2006 2007 2006
US5$'000 Us$'000 US$'000 US$'000

Capital commitments in respect of property,
plant and equipment 1,721,545 528,227 956,564 -
Capital commitments in respect of intangible assets 740 291 - -
1,722 285 528,518 956,564 -
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35. Commitments (continued)

{b) Operating Lease Commitments — Where the Group and Company are Lessees

The future aggregate minimum lease payable under non-canceliable operating leases of the Group are analysed

as follows:
Group
Vessels Containers Terminals Chassis Others Total
As at 28 December 2007 us$000  USS$'000 US$H'000  US$000 USHO0D Us$'000
Amount repayabte in one year or less 630,000 18,803 85,5561 28,488 72,186 836,028
Amount repayable in:
2009 612,894 11,865 86,403 14,917 55,769 781,848
2010 593,110 507 87,413 9,708 34,310 725,048
2011 544 566 - 87,652 8,662 24,856 665,736
2012 483,102 - 84,529 8,662 17,931 594,224
Thereafter 1,682,878 - 1,000,970 19,319 41,096 2,744 263
4,546,550 32,175 1,432,518 89,756 246,148 6,347,147
Vessels Containers Terminals Chassis Others Total
As at 29 December 2006 UsS$'000 Us$'000 UsSs$'000  US$'000  USH000 US$000
— Amount repayable in one year or less 485,977 37,194 73,179 31,105 65,673 693,128
Amount repayable in;
2008 513,070 20,230 70,149 28,640 52,740 684,829
2009 487,785 12,084 67,209 14,987 43,026 625,091
2010 435,846 512 67,440 9,737 27,765 541,300 ‘
2011 418,666 - 67,682 8,684 21,038 516,070
Thereafter 1,655,514 - 875,335 28,052 49,991 2,608,892

3,996,858 70,020 1,220,994 121,205 260,233 5,669,310 ‘

The main operating lease arrangements entered into by the Group as a lessee relate to long-term non-cancellable
lease agreements for vessels. These leases have different terms and terminate at various dates. Specific clauses like
rental escalation, renewal rights and purchase options can be found in some of these lease agreements.

The Group's operating lease commitments on vessels include US$2.0 billion (2006: US$2.1 billion) relating to lease
arrangements wherein the minimum lease payments have not commenced and the underlying vessels are not in use
as at balance sheet date.

\
I
|
|
Operating lease commitments included under others relate mainly to warehouse space, warehouse equipment, inland i
| container yards, housing rental, office space and land. These include US$32.2 million (2006: US$38.2 million) relating to
back-to-back leasing arrangements entered into by the Group with the landlord and customers, wherein the customers
undertake to continue the lease with the landlord, or to reimburse the Group on all outstanding lease commitments,
should they terminate their contracts with the Group.
There is no contingent rent compoenent included under the above non-cancellable operating leases of the Group as at

28 December 2007 and 29 December 2006.

Company

The Company has no future minimum lease payabte under non-cancellable operating leases as at 28 December 2007
and 29 December 2006.
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(¢} Operating Lease Commitments — Where the Group and Company are Lessors

) For Leased-in Assets
The future minimum lease payments receivable under non-cancellable sub-leases relating to a lease-in and a
simultanecus lease out arrangement of the Group are as follows:

Group
Vessels Others Total
As at 28 December 2007 US$'000 USss$'000 Us$'000
Amount receivable in one year or less 6,673 1,543 8,216
Amount receivable in:
2009 - 457 457
6,673 2,000 8,673
Others
As at 29 December 2006 US$'000
Amount receivable in one year or less 1,528
Amount receivable in:
2008 1,212
2009 457
3,197

Operating lease commitments included under others relate to inland container yards.

There is no contingent rent component included under the above nen-cancellable sub-leases relating to a lease-in
and a simultaneous lease out arrangement of the Group as at 28 December 2007 and 29 December 2006.
Company

The Company has no future minimum lease payments receivable under non-cancellable sub-leases relating to a
lease-in and a simultaneous lease out arrangement as at 28 December 2007 and 29 December 2006.
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35. Commitments (continued)

{c} Operating Lease Commitments - Where the Group and Company are Lessors (continued)

iy For owned asseis
The future minimum lease payments receivable under non-cancellable leases relating to a lease out arrangement for
owned assets of the Group are as follows:

Group

Vessels Others Total
As at 28 Decemnber 2007 us$'00c0 uUs$'oco US$'000
Amount receivable in one year or tess 59,331 4,055 £3,386

Amount receivable in:
2009 15,882 2,108 17,990
2010 - 1,550 1,550
2011 - 105 105
2012 - 52 52
75,213 7,870 83,083
Vessels Others Total
As at 29 December 2006 US$'000 us$'000 US$'000
Amount receivable in one year or less 35,389 1,735 37,124

Amount receivable in:
2008 37,477 1,254 38,731
2009 15,882 468 16,350
2010 - 309 309
2011 - 196 196
88,748 3,962 92,710

Operating lease commitments included under others relate mainly to office space, land and buildings.

There is no contingent rent component incfuded under the above non-cancellable leases relating to a lease out
arrangement for assets owned by the Group as at 28 December 2007 and 29 December 2006.

Company

The Company has no future minimum lease payments receivable under non-cancellable leases relating to a lease
out arrangement for owned assets as at 28 December 2007 and 29 December 2006.
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36. Financial Risk Management

The Group is exposed to various market risks which include fluctuations in foreign currency exchange rates, interest rates
and bunker prices. The Group’s risk management program seeks to minimise potential volatility on its financial perfarmance.
Derivative financial instruments are employed to hedge certain market risk exposures. The Group does not engage in
speculative trading.

The Board of Directors (“Board”) has overall responsibility for managing the Group’s financial risks. The Board has established
the Enterprise Risk Management Committee, which cversees the risk management process and reviews the cornpliance of risk
management measures in the Group. Various business and operating units identify and manage the significant risks associated
with the business of the Group.

The Audit Committee evaluates the internal controls of the Group and is assisted by the external and/or internal auditors.

Financial risk management is carried out by the Group Treasury Department in accordance with policies approved by the
Board. Group Treasury Department identifies, evaluates and hedges financial risks in close cooperation with the Group’s
business and operating units. Internal controts are achieved by way of segregating the front, middle and back offices. In
addition, internal guidelines for approved dealing limits are in place to prevent unauthorised transactions. The Board s
regularly updated on hedging activities.

{a) Market Risk Factors
The Group is exposed to the following risks:

(it Currency risk
The Group's revenue streams are denominated primarily in United States Dollar (*USD"), the functional and
presentation currency of the Group. There are some exposures from operating costs in other currencies, the most
significant of which are the Singapore Dollar (*SGD"), Euro and Chinese Renminbi (*"CNY™). For the Group, currency
risk is mainly the risk of appreciation in such foreign currencies that will result in higher operating costs to the Group
in USD.

To manage this risk, the Group uses foreign exchange forward contracts to hedge its non-USD forecast foreign
exchange exposures. The Group also hedges its non-USD exposures from dividend declarations and capital
reductions as they are determined. In addition, the Group also seeks to barrow in the same currency as its assets or
investments, which are denominated primarily in USD,

Buring the financial year ended 28 December 2007, the Group’s foreign exchange exposure from the above-

mentioned three currencies is about US$550 million (2006: US$430 million). Every 1% change in the three

currencies would impact the Group's profit before tax by approximately US$5.5 million (2006: US$4.3 million),
. before accounting for hedges and recovery from customers.

Quantitative Information and Sensitivity Analysis Required Under FRS 107:

As at balance sheet date, the Group's main exposure to foreign currency risk (in USD equivalent) is as follows:

2007 2006

SGD Euro CNY SGD Euro CNY
Group Us$000 USs'000 uUsS$'000  USS$'000  US$000 US$'000
Trade and other receivables 5,525 29,862 11,913 7.391 16,003 4,895
Cash and cash equivalents 6,719 5,322 20,160 8,611 3.521 20,708
Long term {oans receivable 99 - - 205 - -
Long term deposits - 39 1,977 - 4 1,988
Borrowings - - - (38) - -
Trade and other payables (22,799) (62,628) (42,892} {27.303) (48,628) (46,309}
Gross balance sheet exposure (10,4586) (27,405) (8,842) {11,134) {29,100) (18,718}
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36. Financial Risk Management (continued)

(a) Market Risk Factors (continued)

(i}  Currency risk (continued)

Quantitative Information and Sensitivity Analysis Required Under FRS 107 (continued):

As at balance sheet date, the Company’s main exposure to foreign currency risk {in USD equivalent) is as follows:

2007 2006

SGD SGD

Company US$'000 US$'000
Trade and other receivables 136,120 109,675
Cash and cash equivatents 1,531 1,264
Long term loans receivable 99 168
Trade and other payables {4,708) {9,543)
Gross balance sheet exposure 133,042 101,564
Volatility of USD against the respective 2007 2006
foreign currencies % %
3GD 5 4
Euro 8 6
CNY 5 2

Based on the above volatility of USD against the respective foreign currencies at balance sheet date, the Group’s
and Company’s equity and income statement would have increased/{decreased) by the amounts shown below. This
analysis assumes that all other variables, in particular interest rates and tax rates, remain constant.

2007 20086

Income Income

Equity statement Equity statement

Group US$'000 UsS$'000 USs$'000 US$'000
USD against SGD

- strengthened (707 571 392 618

- weakened 782 (831) {425) (670)
USD against Euro

- strengthened {4,691) 2,145 {3,250} 1,476

- weakened 5,507 (2,518) 3,685 {1,664)
USD against CNY

- strengthened {2,896) 989 {212} 437

- weakened 3,202 {1,093) 220 (454)

2007 2006

Income Income

Equity statement Equity statement

Company USS$'000 US$'000 US$'000 Us$'000
USD against SGD

- strengthened {6,767) {6.335) (3.9086) (3.906)

- weakened 7,479 7,002 4,232 4,232
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i)

Interest rate risk

For the Group, interest rate risk lies in the risk of increases in interest rates that will result in higher interest costs.
The Group's interest rate exposure relates mainly to its floating-rate debt obligations which are primarily
denominated in USD, with interest rate being re-set regularly at one, three or six month intervals.

Quantitative Information and Sensitivity Analysis Required Under FRS 107:

As at balance sheet date, the interest rate profile of the Group's and the Company's interest-bearing financial
instruments are:

Carrying amounts

Group Company
2007 2006 2007 2006
us$000 Us$000 Us$'000 US$'000
Fixed rate instruments
Financial assets 101,859 123,282 4,476 5,486
Financial liabilities (125,359) {110,127) - -
Variable rate instruments
Financial assets 405,724 574,924 43,053 28,301
Financial liabilities (466,158) {561,968) - -

Cash flow sensitivity analysis for variable rate instruments

Based on the outstanding financial instruments of the Group at balance sheet date, an increase/decrease of 100
(2006: 50) basis points in interest rates would have increased/decreased the Group's equity and income statement
by approximately US$1.1 million {2006: US$0.06 militon). This analysis excludes the financial impact from the
interest expense on borrowings taken up for vessels financing, which has been capitalised when incurred.

A similar change in the interest rates would have increased/decreased the Company's equity and income statement
by approximately US$0.4 million {2006: US$0.1 million).

Risk variables are based on volatility in interest rates. This analysis assumes that all other variables, in particular
foreign currency rates and tax rates, remain constant.
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36. Financial Risk Management (continued)

(a) Market Risk Factors (continued)

(i} Bunker price risk
For the Group, bunker price risk lies in the risk of increases in bunker cost that will adversely affect the Group’s
earnings.

To manage bunker price risk, the Group uses bunker swap contracts and bunker call options. The Group’s risk
management policy is 1o hedge all its forecast bunker cost exposures not covered by customer service contracts,
whenever they are identified.

During the financial year ended 28 December 2007, the Group consumed approximately 3.0 million (2006: 2.7
million) metric tons of bunker. The average price of bunker in 2007 is about US$354 per metric ton (2006; US$314
per metric ton) which translates to approximately US$1.05 billion (2006: US$0.85 billion) of bunker cost. Before
accounting for hedges and recovery from customers, every 1% change in bunker price will impact the Group's
bunker cost by approximately S$10.5 million (2006: US$8.5 million).

Quantitative Information and Sensitivity Analysis Required Under FRS 107:

Quantitative information on bunker swap contracts and bunker call options entered into by the Group as at balance
sheet date are disclosed in Note 13.

Based on volatility in bunker price of 16% (2006: 19%) at balance sheet date, the Group's equity and income
statement would have increased/(decreased) by the amounts shown below, as a result of changes in fair value of
bunker swap contracts and bunker call options. This analysis assumes that all other variables, in particular interest
rates and tax rates, remain constant.

Income
Equity statement
Group UsS$'000 uss$'000
2007
Fair value changes on derivatives from increase in bunker price
— Swaps 34,622 -
— Call options 8,106 -
42,728 -
Fair value changes on derivatives from decrease in bunker price
— Swaps (34,622) -
- Call options (7,003) -
(41,625) -
2006
Fair value changes on derivatives from increase in bunker price
- Swaps 19,005 -
- Call options 4,923 -
23,928 -
Fair value changes on derivatives from decrease in bunker price
- Swaps {19,005) -
- Call options (6) -
(19,011) -
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(b} Credit and Counterparty Risks

) Credit risk
For the Group, credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the Group. For trade receivables, the Group has implemented policies to ensure that credit sales of
products and services are made to customers with an appropriate credit standing. Credit review, which takes into
account qualitative and quantitative factors like the business performance and profile of the customer, is performed
on customers and approved by management before the credit is granted. The customer’s payment profile and
credit exposure are monitored on an on-going basis by the management.

For other financial assets, the Group adopts the policy of dealing only with high credit quality counterparties.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit
risk of the Group's and the Company's major classes of financial assets as at balance sheet date are:

Carrying amounts

Group Company

2007 2006 2007 2006

US$'000 US$'000 US$000 Us$'000

Trade receivables 1,013,028 884,935 - 14

Cash and cash equivalents 504,365 694,313 44,584 26,111

Derivative financial instruments 119,918 45,225 57,8990 41,526
Amounts due from subsidiaries

(non-trade and loans) - - 576,477 732,850

1,637,311 1,624,473 679,051 800,501

The credit risk for the Group’s trade receivabtes is as follows:

Carrying amounts

2007 2006
Group uUs$'000 Us$'000
By gecgraphical areas
Americas 482,057 490,493
Europe 243,297 188,617
Asia/Middle East 307,674 205,825

1013028 884,935

The aging of the Group’s trade receivables as at balance sheet date is as follows:

2007 2006
Group us$'000 Us$'000
Current 754,731 639,670
Past due cone to 30 days 182,394 152,666
Past due 31 to 120 days 54,894 50,124
Past due 121 days to one year 12,504 34,438
Past due more than one year 8,505 8,037

i 1,013,028 884,935 ‘
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36. Financial Risk Management (continued)

(b} Credit and Counterparty Risks (continued)
(it Credit risk {continued)

Financiat assets that are current and not impaired
Cash and cash equivalents and derivative financial instruments that are current and not impaired are deposits and

financial instruments with banks and financial institutions with high credit-ratings assigned by international credit-
rating agencies. Trade receivables that are current and not impaired mainly relate to freight charges collectable at
destination for Free on Board shipments, as the full freight revenue for voyages are recognised as trade receivables.

Financial assets that are past due but not impaired

Trade receivables that are past due but not impaired are substantially with parties who have excellent credit ratings.

The aging of the Group’s trade receivables that are past due but not impaired as at balance sheet date is as follows:

2007 2006

Group US$'000 us$'000
Past due one to 30 days 5,059 20,302
Past due 31 to 120 days 9,112 14,393
Past due 121 days to one year 6,570 35,149
Past due more than one year 10,482 20,602
31,233 90,446

Financial assets that are past due and impaired
The major financial asset of the Group that is impaired is trade receivables.

The carrying amount of the Group’s trade receivables, which are determined to be impaired either on an individual
or coflective general basis, and the movements in the related allowance for impairment are as follows:

2007 2006
Group uss$'o0o Us$'000
Gross amount 814,265 642,383
Less: Allowance for impairment (32,733) {24,786)
781,532 617,597
Movement in allowance for impairment:
Beginning of the financial year 24,786 15,850
Allowance made during the financial year 11,678 15,691
Allowance utilised during the financial year (3,731) (6,836}
Foreign currency translation - 81
End of the financial year 32,733 24,786

The allowance accounts in respect of trade receivables are used to record impairment losses unless the Group is
satisfied that no recovery of the amount owing is possible; at that point the amount considered irrecoverable is
written off.

Coliaterals
The Group has lien on all cargoes as long as the cargoes remain in the Group's possession. Such lien may be
enforced by the Group by public auction or private treaty, without notice to the customer.
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(i} Counterparty risk
To manage counterparty risk associated with its currency, interest rate and bunker price risk management
programs, the Group selects counterparties based on a minimum credit rating of BBB or equivalent assigned
by international credit-rating agencies and limits its exposure to any individual counterparty. Such counterparty
exposures are regularly reviewed, and adjusted as necessary. This mitigates the risk of material losses arising in the
event of non-performance by counterparties.

{¢) Liquidity Risk

For the Group, liquidity risk is the risk that the Group will encounter difficulty in meeting its financial obligations due to
shartage of funds. The Group's exposure to liquidity risk may also arise from mismatches of the maturities of financial
assets and liabilities, The Group maintains sufficient liquidity through a combination of cash and committed revolving
facilities (which can be drawn down on short notice) to meet the Group's operational and investment needs on a
continual basis.

The following are the contractual maturities of financial liabilities of the Group, including interest payments:

Group
Contractual Within From

cash flows 2008 2009 to 2013 Thereafter
As at 28 December 2007 uss$'o00 UsS$'000 US$000 UsS$'000
Non-derivative Financial Liabilities
Secured bank borrowings 131,506 11,554 72,383 47,569
Unsecured bank borrowings 509,184 69,645 439,539 -
Senior Debentures due 2024 270,222 9,318 46,590 214,314
Finance lease liabilities 146 74 72 -
Trade and other payables 1,116,496 1,116,496 - -
Derivative Financial Liabilities
Bunker swaps 134 134 - -
Foreign exchange forward contracts 1,373 1,373 - -
Commitments
Capital commitments 1,722,285 944,542 777,743 -

‘ Operating lease commitments 6,347,147 836,028 3,273,622 2,237,497

‘ 10,098,493 2,989,164 4,609,949 2,499,380

Contractual Within From

cash flows 2007 2008 to 2012 Thereafter
As at 29 December 2006 us$'000 us$'o00 Us$'o00 US$'000
Non-derivative Financial Liabilities
Secured bank borrowings 128,638 11,172 58,371 59,095
Unsecured bank borrowings 632,594 164,376 102,850 365,368
Senior Debentures due 2024 279,540 9,318 46,580 223,632
Financa lease liabilities 564 435 129 -
Trade and other payables 915,633 915,633 - -
Derivative Financial Liabilities
Bunker swaps 22,477 22,477 - -
Foreign exchange forward contracts 3,322 3,322 - -
Commitments
Capital commitments 528,518 244,829 283,689 -
Operating lease commitments 5,669,310 693,128 2,842,116 2,134,066

8,180,596 2,064,690 3,333,745 2,782,161

The above excludes the payments and receipts under the reverse cross currency interest rate swap as it will be offset by
the receipts and payments under the original swaps (Note 13).
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36. Financial Risk Management (continued)
{¢) Liquidity Risk (continued)

The following are the contractual maturities of financial liabilities of the Company, including interest payments:

Company
Contractual Within From
cash flows 2008 2009 to 2013 Thereafter
As at 28 December 2007 Uss$'000 US$'000 US$'000 US$'000
Non-derivative Financial Liabilities
Loans from subsidiaries 2,268 2,268 - -
Trade and other payables 93,498 93,498 - -
Derivative Financial Liabilities
Foreign exchange forward cantracts 10 10 - -
Commitments
Capital commitments 956,564 178,821 777,743 -
1,052,340 274,597 TI7,743 -
Contractual Within From
cash flows 2007 2008 to 2012 Thereafter
As at 290 December 2006 US$'000 Us$'000 Us$'000 Us$'000
Non-derivative Financial Liabilities
Loans from subsidiaries 8,539 8,539 - -
Trade and other payables 86,703 86,703 - -
95,242 95,242 - -

The above excludes the payments and receipts under the reverse cross currency interest rate swap as it will be offset by
the receipts and payments under the original swaps (Note 13).
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(d) Capital Management

The Group’s capital management objectives are:-

{) to maintain a capital base to ensure that the Group has adequate financial resources to continue as a going
concern; and

i) to maximise the return on capital employed.

Specifically, the Group moenitors its capital base from two perspectives:

(1) For cash flow planning, the Group forecasts its estimated operational cash flows, its investment and capital
expenditure plans, its existing debt obligations and its dividend payouts based on its dividend policy. Where
shortfalls are anticipated, the Group makes proactive plans to raise capital, either in the form of new debt or new
equity. For any plans to increase debt or equity, the Group monitors the net gearing ratio to ensure the capital
structure will continue to maintain market confidence in the Company.

Borrowings less Cash & Cash equivalents
Total Equity

Net Gearing =

As at 28 December 2007, the Group's net gearing is 0.03 times. The Group was in a net cash position as at
29 December 20086. \

(2) To maximise the return on capital employed, the Group considers Borrowings and Shareholders' equity as its
capitat base. The Group monitors Return on Capital Employed (“ROCE") which is defined as:

Profit before Interest Expense and After Tax (relating to Core Operational Activities)
Average Borrowings plus Average Shareholders' Equity

ROCE =

The Group's ROCE for the financial year 2007 is 18.4% (2006:14.7%).

In addition, the Group also monitors Economic Value Added, which includes the present value of future operating
lease commitments as part of capital.

The Group's dividend policy is to return 20% of its annual net profits after tax or $$0.08 per share, whichever
is higher. The Board, at its discretion, may decide to recommend a dividend payment which is higher than the
dividend policy. From time to time, the Group makes on-market purchases of NOL shares. These purchases
are executed independently by an external broker based on broad parameters provided by the Group. Shares
purchased are intended to be used for fulfilling NOL's obligations from its share-based compensation schemes.

The Group and the Company are in compliance with all externally imposed capital requirements in certain countries,
where applicable, for the financial years ended 28 December 2007 and 29 December 2006.
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37. Related Party Transactions

(a} Sale and Purchase of Goods and Services

In addition to the related party information disclosed elsewhere in the financial statements, the following significant
transactions between the Group and related parties, consisting of fellow subsidiaries of the ultimate holding company or
associated companies of the Group, took place during the financial year at terms agreed between the parties:

Group
2007 2006
US$'000 US$'000
J— Purchases of services from fellow subsidiaries of the ultimate holding company 145,089 131,144
Services rendered to fellow subsidiaries of the ultimate holding company (656) 2,751)
Interest income received/receivable from associated companies {1.112) {2.413)
Guarantee fee income received/receivable from an associated company - {33)

{b) Share Options Granted to Directors

The aggregate number of shares options granted to the Directars of the Company during the financial year was 432,000
(2006: 1,288,000). The share options were given on the same terms and conditions as those offered to other employees
of the Group except for share opticns granted to Non-Executive Directors, which have exercise periods of five years
{Note 33). For share options granted to Non-Executive Directors from 1 January 2004 and thereafter, a moratorium

on the disposal of shares arising from the exercise of the share options is applicable during their term of service as a
member of the Board of Directors of the Company, until six months after their term of office has been completed, and/or
_— six months after resignation or retirement. The outstanding number of share options granted to the Directors of the
Company at the end of the financial year was 1,337,000 (2006: 983,000).

(c} Key Management Personnel

() Loans to key management personnel
Loans given under the Group’s approved housing, car and renovation loans scheme to key management personnel
are as follows:

Group
2007 2006
Us$'000 US$'000

The housing, car and renovation loans receivable are included in non-current assets as loans receivable (Note 24),
The loans are interest free except for a loan of US$0.03 million as at 29 December 2006, which bore interest at an

|
| Housing, car and renovation loans receivable {(non-current) 22 51
effective interest rate of 4.25% per annum.
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(i} Key management personnel remuneration
The remuneration of the key management personnel includes base salary, performance bonus, share options,
performance shares, replacement rights, benefits {including housing and afiowances) and Directors’ fees.

The total remuneration of key management personnel disclosed under this note is computed based on the cost
incurred by the Group whereas the remuneration information disclosed under the “Remuneration for the Directors of
the Company” and “Remuneration Bands for the Top Five Key Management Staff who are not also Directors of the
Company" is derived based on the assumptions specified in the Corporate Governance report.

Key management personnel remuneration is as follows:

Group
2007 2006
US$'000 US$'000
Salaries, other short-term employee benefits and Directors’ fees 11,373 10,092
Post-employment benefit plans 611 2,109
Termination benefits - 292
Share-based compensation 3,228 3,514
15,212 16,007

Included in the above is total compensation to Directors of the Company amounting to US$3.3 million
(2006: US$3.2 million).

Notes:
{a) Key management personnel for 2007 and 2008 include:

— Executive Director; Thomas Held, (Group Prestdent and Chief Executive Officer — appointed in
November 2006).

- Non-Executive Directors: Cheng Wai Keung, Friedbert Malt, Ang Kong Hua, Yasumasa Mizushima,
James Connat Scotland Rankin, Robert Holland, Jr, Christopher Lau Loke Sam, Timothy Charles Harris,
Peter Wagner, Bobby Chin Yoke Choong (appeinted in Becember 2006), Simon Claude Israel {appointed
in December 2006) and Tan Pheng Hock {appointed in December 2006).

— Corporate: Cedric Foo {Group Deputy President and Chief Financial Officer) and Wu Choy Peng (Group
Chief Information Officer - appointed in July 2006).

~ Business Units: Ronald Widdows (Chief Executive Officer, Liner) and Brian Lutt (President, Logistics).

- Regional Presidents: David Appleton (President, Europe), John Bowe {President, Americas), Kenneth Glenn
(President, South Asia), Jim McAdam (President, Asta/Middle East) and Daniel Ryan (President, Greater
China - appointed in August 2006).

(1) Included in 2007, but not in 2006, is the remuneration for:
— Business Unit: Steve Schollaert (President, Terminals — appointed in August 2007).
(¢} Included in 2006, but not in 2007, are the remuneration for:

- Executive Director: David Lim Tik En (Group President and Chief Executive Officer — resigned as a Director
and as an executive in October 2006).

- Non-Executive Director: Willie Cheng Jus Hiang (retired in April 2006).

- Corporate: Patricia Leung (Group Chief Financial Officer — resigned in December 2008), Kuok Lay Hoon
(Group Chief Human Resources Officer - resigned in December 2006} and Cindy Stoddard (Group Chief
Information Officer - resigned in April 2006},

- Regional President: Koay Peng Yen (President, Greater China — resigned in August 2006}.

{d} Tax equalisation costs are derived based on cost incurred by the Group during the financial year.
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38. Financial Information by Industry and Geographical Segments

Primary Segment Reporting By Business Segments
The principal activities of the Group include those relating to:

1. Liner — Global container transportation operations. It offers container shipping services in major trade lanes
such as Transpagcific, Intra-Asia, Transatlantic, Latin America and Asia-Europe.

2. Logistics - Global logistics provider with a comprehensive network of facilities and services to support the global
supply chain management needs of customers, The range of services include consolidation, warehousing,
glohal freight management (ocean, air, truck and rail), domestic distribution networks, international
deconsolidation and information technologies that provide timely and accurate information to effectively

— manage supply chain activities.

The terms of inter-segment sales are established by negotiation between the various business units,

Unallocated income statement items represent income tax expense or credit, interest expense and interest income. However,
costs are sometimes incurred at the enterprise level on behalf of a segment. Such costs are segment expenses if they relate to
the segment’s operating activities and they can be directly attributed or allocated to the segment on a reasonable basis.

Segment assets comprise primarily of property, plant and equipment, investment properties, intangible assets, goodwill arising
on consolidation, inventories, receivables, operating cash and other investments and exclude fixed and demand deposits and
deferred income tax assets. Segment liabilities comprise primarily of operating liabilities and exclude items such as income tax
liabilities and borrowings.

Capital expenditure comprises additions to property, plant and equipment, investment properties and intangible assets,
e excluding those acquired through business combinations.
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Primary Segment Reporting By Business Segments — Financial Year Ended 28 December 2007

Liner Logistics Others Elimination Total
Us$'000 Us$'o00 USS'000 Uss$'000 us$'000

Revenues
External sales 6,823,280 1,322,914 13,774 - 8,159,977
Inter-segment sales 28,676 29 115,580 (144,285) -
Total revenue 6,851,865 1,322,943 129,354 (144,285) 8,159,977
Segment result 515,745 56,042 14,318 - 586,106
Interest expense {36,465)
Interest income 25,776
Share of results of associated companies - 2,787 513 - 3,300
Share of results of joint ventures - 782 6,364 - 7,146
Profit before income tax 585,863
Income tax expense (53,900)
Net profit for the financial year 531,963
Segment assets 3,725,472 308,003 886,142 {375,217) 4,544,490
Associated companies - 11,166 3,941 - 15,107
Joint ventures - 5,465 17,539 - 23,004
Unallocated assets 428,110
Consolidated total assets 5,008,711
Segment liabilities 1,554,575 343,668 136,460 (375,217) 1,659,486
Unallocated liabilities 642,008
Consolidated total liabilities 2,301,494
Other segment items:
Capital expenditures

- property, plant and equipment 632,339 24,742 254,749 - 911,830

—investment properties - - 18 - 18

- intangible assets 353 12,960 137 - 13,450
Depreciation 236,174 7,954 10,488 - 254,616
Amortisation (3,287 2,820 21 - (446)
Net provision for/{write-back of) impairment 10,494 1,385 (773) - 11,106
Other non-cash expenses 30,911 7,230 2,853 - 40,994
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38. Financial Information by Industry and Geographical Segments (continued}

Primary Segment Reporting By Business Segments - Financial Year Ended 29 December 2006

Liner Logistics Others  Elimination Total
USs$'000 US$'000  US$000 Us$'000 Us$'000

Revenues
External sales 5917,483 1,309,732 36,285 - 7,263,500
Inter-segment sales 29,034 107 99,405 {128,546} -
Total revenue 5,946,517 1,309,839 135,690 {128,546} 7,263,500
Segment result 316,396 (48,168) 14,048 - 282,276
— Interest expense {37,502)
. Interest income 23,794
Share of results of associated companies - 2,846 (1,206) - 1,640
Share of results of joint ventures - @17 3,554 - 2,637
Profit before income tax 272,845
Income tax credit 100,390
Net profit for the financial year 373,235
Segment assets 3,069,547 297,603 811,503 (552,091) 3,626,562
Associated companies - 8,736 - - 8,736
Joint ventures - 4,677 12,435 - 17,112
Unallocated assets 618,476
Consolidated total assets 4,270,886
_— Segment liabilities 1,564,280 251,354 139,641 (552,091) 1,403,184
Unallocated lighilities 725,607
| Consolidated total liabilities 2,128,791

Other segment items:
Capital expenditures

- property, plant and eguipment 160,241 10,423 1,717 - 172,381

~ investment properties - - 5 - 5

| —intangible assets 2,321 3,198 14 - 5,533
| Depreciation 222,450 8,533 13,763 - 244,746
Amortisation (539 2,982 23 - 2,466

Net provision for impairment 15,144 103,724 8,057 - 126,925

Qther non-cash expenses 47.215 3,537 6,403 - 57,155
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Secondary Segment Reporting By Geographical Segments

In respect of liner activities which covers the world’s major shipping lanes, the geographical segment of external sales
are reported as follows:

(Geographical Segments Trade Lanes
Asia/Middle East Intra-Asia
Europe Asia-Europe
Transatlantic
Americas Transpacific

Latin America

in respect of logistics activities, the geographical segments of external sales are reported based on the country where the
services were significantly performed.

In respect of other activities, the geographical segments of external sales are reported based on the country of domicile
of customers,

The Directors of the Company consider that the nature of the Group’s business precludes a meaningful allocation of vessels,
drydocking costs and containers to specific geographical segments as defined under FRS 14 Segment Reporting. These
vessels, together with the related drydocking costs, and containers are primarily utilised across geographic markets for
shipment of cargoes throughout the world. This is in line with the industry practice.
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38. Financial Information by Industry and Geographical Segments (continued)

Secondary Segment Reporting By Geographical Segments (continued)

Sales Total Assets
2007 2006 2007 2005
us$'000 Uss$'000 US$'000 Uss$'000
Asia/Middle East 1,832,807 1,471,889 1,247,630 1,181,949
Eurcpe 1,847,842 1,563,272 287,456 223,646
Americas 4,479,328 4,228,339 1,072,166 1,028,688
Subtotal 8,158,977 7,263,500 2,607,252 2,434,283
Vessels - - 1,662,040 1,385,651
Containers - - 666,585 396,796
Drydocking costs - - 72,834 54,156
Total 8,159,977 7,263,500 5,008,711 4,270,886
Capital Expenditures
Property, plant and Investment Intangible
equipment Properties Assets
2007 2006 2007 2006 2007 2006
USS'000 us$'000 Us$'000 Us$’'000 UsS$'000 Us$'000
Asia/Middle East 32,059 18,586 18 5 12,548 40
Europe 2,991 752 - - 5 14
Americas 102,065 56,434 - - 897 5,479
Subtotal 137,115 75,772 18 5 13,450 5,533
Vessels 386,493 5,341 - - - -
Containers 345,499 52,646 - - - -
Drydocking costs 42,723 38,622 - - - -
Total 911,830 172,381 18 5 13,450 . 5,533
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39. New or Revised Accounting Standards and Interpretations

Certain new standards, amendments and interpretations to existing standards have been published and are mandatory for the
Group's financial year beginning on or after 29 December 2007 or later years and which the Group has not early adopted. The
impact from adoption of the interpretations which the Group will adopt in the financial year ending 26 December 2008 is set
out below:

(a INTFRS 111 Group and Treasury Share Transactions {effective for annual periods beginning on or after 1 March 2007)

INT FRS 111 clarifies that an arrangement where an entity receives goods or services as consideration for its own equity
instruments shall be accounted for as an equity-settled share-based payment (“SBP”) transaction, regardless of how
the equity instruments needed are obtained. It also provides guidance on whether group SBP arrangements shall be
classified as equity-settled or cash-settled SBP arrangements.

The Group operates an employee share option plan and a performance share plan and may use treasury shares to settle
the obligations arising from the plans. As the Group's accounting treatment is in line with INT FRS 111, the adoption of
the INT does not have any impact on the Group.

{5} INT FRS 112 Service Concession Arrangements (effective for annual periods beginning on or after 1 January 2008)
INT FRS 29 Service Concession Arrangements: Disclosures (effective for annual periods beginning on or after
1 January 2008)

INT FRS 112 addresses how operators shall account for rights and obligations arising from service concession
arrangements, where control of the assets remains in public hands but the operator is responsible for construction
activities, as well as for operating and maintaining the public sector infrastructure. INT FRS 29 addresses the disclosures
relating to such service concession arrangements.

As none of the Group entities are operators of such arrangements, the adoption of INT FRS 112 and INT FRS 29 does
not have any impact on the Group.

40, Authorisation of Financial Statements

These financial statements were authorised for issue in accordance with a resolution of the Directors on 12 February 2008.
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41. Listings of Significant Subsidiaries

Details of significant subsidiaries of the Group are as follows:

Effective group Country of
equity interest incorporation/
2007 2006 Place of
Subsidiaries % % operation  Principal activities
Direct Interest:
APL {Bermuda), Ltd® 100 100 Bermuda Shipping services
APL Logistics Ltd™ 100 100 Singapore Logistics services
Indirect Interest:
American President Lines, Ltd® 100 100 United States of America Shipping services
APL Co. Pte Ltd"™ 100 100 Singapore Shipping services
APL Logistics Hong Kong Ltd™ 100 100 Hong Kong SAR Logistics services
APL Logistics Transportation
Management Services, Ltd.™ 100 100 United States of America Logistics services
APL Logistics Warehouse
Management Services, Ing.®™ 100 100 United States of America Logistics services
APL Logistics Warehouse Management
Services de Mexico, S.A, de C.V.™ 100 100 Mexico Logistics services
APL Logistics (China) Ltd. * 100 100 China Logistics services
Vascar, Ltd®™ 50 50 United States of America Logistics services
Notes:

@ audited by Ernst & Young, Singapore

® Audited by Ernst & Young firms outside Singapore
© Deemediobea subsidiary as the Group controls the entity via veto rights.

In accordance with Rule 718 of the SGX-ST Listing Manual, the Audit Committee and Board of Directors of the Company
confirmed that they are satisfied that the appointment of different auditors for its subsidiaries would not compromise the
standard and effectiveness of the audit of the Group.
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VALUE ADDED STATEMENT

For the Financial Year Ended 28 December 2007

2007 2006
UsS$000 US$'000
Revenue 8,159,977 7,263,500
Less: cost of sales and operating expenses (6,764,126} {6,202,722)
Value added from business unit operations 1,395,851 1,060,778
Write-back of net deferred tax liabilities™ - 119,911
Share of results of associated companies 3,300 1,640
Share of results of joint ventures 7,146 2,637
Other gains {net) 74812 59,651
Value added available for distribution 1,480,909 1,244,617
Distribution:
To employees in employee benefits 575,703 543,520
To providers of capital on:
(a) interest on borrowings 36,465 37,502
{b) dividends to our partners in subsidiaries 897 2,166
(c) dividends to equity holders 139,899 75,423
To government in income and freight taxes 82,162 45,614
Retained for reinvestment and future growth :
(a) depreciation 254,616 244,746
{b) minorities’ share of profits in subsidiaries 8,305 7,326
(¢} retained earnings 382,862 288,320
1,480,909 1,244,617
2007 2006
Uss uUs$
Value added per employee 129,292 108,948
Value added per US$ employment cost 2.57 2.29
Value added per US$ investment in property, plant and equipment and
investment properties {before depreciation and impairment) 0.32 0.32
Value added per US$ sales 0.18 017
2007 2006
Additional Information:
Average number of employees 11,454 11,424
Cost of property, plant and equipment and investment properties
(pbefore depreciation and impairment) in US$'000 3,894,923

4,677,873

** Relates to the write-back of deferred tax liabilities arising from election of the US tonnage tax regime, partially offset by a write-down of deferred tax

assets following a review of the warehousing service businesses.

The Value Added Statement does not form part of the audited financial statements.
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SIMPLIFIED GROUP FINANCIAL POSITION

As at 28 December 2007
2007 2006
What We Owned USs$'000 US$'000
5,008,711 4,270,886

2007
US$'000 %
Property, plant and equipment 2,812,777 56.2
Investment properties 21,348 0.4
Trade receivables 1,013,028 20.2
Inventories at cost 161,126 3.2
| Other assets 1,000,432 20.0
5,008,711 100.0
2007 2006
What We Owed US$’000 UsS$'o00
5,008,711 4,270,886
2007

US$'000 %
Share capital 840,738 16.8
Treasury shares {6,926) (0.1}
Shares held by employee benefit trust 610) *
k Reserves 1,828,716 36.5
Borrowings 591,515 11.8
Qther current liabilities 1,489,668 29.7
Other non-current liabilities & minority interest 265,610 5.3
5,008,711 100.0

* Denotes percentage of less than 0.05%.

The Simiplified Group Financial Position does not form part of the audited financial statements.
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FIVE YEAR GROUP FINANCIAL STATISTICS

2007 2006 2005 2004 2003 ‘
US$'000 us$'000 Us$'000 US$'000 Us3$'000
Income
Revenue 8,159,977 7,263,500 7,271,060 6,544,756 5,522,583 |
Profit before income tax and minority interest 585,863 272,845 874,121 873,814 456,723 ‘
Profit after income tax and minority interest 522,761 363,743 803,872 942,707 428,826
Selected Balance Sheet Data
Current assets 1,884,123 1,784,681 2,159,544 1,673,736 1,309,093
Investments in associated companies 15,107 8,736 5,898 20 44
Investments in joint ventures 23,004 17,112 16,585 18,406 1,503
Available-for-sale financial assets 147 323 14,862 5,782 4,507 |
Property, plant and equipment 2,812,777 2,168,365 2,237,656 2,294,379 2,287,727 ‘
Investment properties 21,348 23,114 22,122 23,739 11,990 ‘
Deferred charges 4,213 3,311 1,887 1,407 4,746
Intangible assets 32,927 26,115 27,482 34,471 36,445
Goodwill arising on consolidation 121,454 121,454 221,453 221,453 267,898
Deferred income tax assets 20,506 43,786 34,366 41,825 41,024
Derivative financial instruments - - 28,851 - -
Other non-current assets 73,105 73,889 44 186 53,724 98,760
Total Assets 5,008,711 4,270,886 4,814,802 4 368,942 4,063,737
Current borrowings 54,263 141,683 197,077 40,260 105,193
Other current liahilities 1,489,668 1,249,267 1,175,311 1,015,622 970,467
Non-current borrowings 537,252 530,412 510,261 745,141 1,147,126
Deferred income 537 5,478 10,543 15,388 20,784
Deferred income tax liabilities 18,180 17,148 137,509 168,937 256,459
Provisions and other non-current liabilities 201,594 184,803 158,293 189,248 248,440
Total Liabilities 2,301,494 2,128,791 2,188,934 2,174,596 2,748,469
Net Assets 2.707.217 2,142,095 2,625,908 2,194,346 1.315,268
Share capital and reserves 2,661,918 2,108,717 2,605,073 2,179,665 1,304,068
Minority interest 45,299 33,378 20,835 14,681 11,200
2,707,217 2,142,085 2,625,808 2,194,346 1,315,268
Dividends Declared {Gross} 2007 2006 2005 2004 2003
tnterim dividend (Singapere cents per share) 4.00™ 4,00* 8.00"" 8.75% -
Final dividend (Singapore cents per share} 10.00%* 4.00* e 14,697 3.857
Special dividend (Singapore cents per share) - - - 21.69% -
Dividend cover (times) 4 5 1" 2 16
Capital Reduction 2007 2006 2005 2004 2003
Cash distribution (Singapore cents per share) - - 92.00* - -
Selected Ratios 2007 2006 2005 2004 2003
Return on ordinary share capital and reserves 23% 18% 34% 54% 53%
Return on total assets 1% 9% 18% 22% 10%
Net tangible assets per share {in US$) 1.74 1.39 1.66 1.37 0.79
Current assets to current liabilities 122% 128% 157% 159% 122%
Share capital and reserves to total assets 53% 49% 54% 50% 32%
¥ Final taxable dividend
2 |nterim taxabte dividend
*  Final tax exempt {one-tier} dividend
% Specia) tax exempt {one-tier) dividend
*' Interim tax-exempt {one-tier) dividend
%2 n view of the cash distribution which was significantly higher than the Company’s dividend policy, no final dividend was declared for the financial
year 2005.

The Five Year Group Financial Statistics does not form part of the audited financial statements.

Neptune Orient Lines Limited (Incorporated in Singapore) and its Subsidiaries Annual Report 2007 {Supplement) 107

e |



FIVE YEAR GROUP FINANCIAL STATISTICS

REVENUE (US$ BILLION) PROFIT {US$ MILLION)
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The Five Year Group Financial Statistics does not form part of the audited financial statements.
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BASIC EARNINGS PER SHARE (Usg) NET TANGIBLE ASSETS PER SHARE (Us$)
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The Five Year Group Financial Statistics does not form part of the audited financial statements.
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é NOL

NEPTUNE ORIENT LINES LIMITED

(Incorporated in the Republic of Singapore)
Company Registration Number: 1966006320

NOTICE OF ANNUAL GENERAL MEETING

003 APR ~3
~Ict 13 Jq
0RPOR STERNA 716,

NOTICE IS HEREBY GIVEN that the 39th Annual General Meeting of Neptune Orient Lines Limited
{the “Company”) will be held on Wednesday, 16 April 2008 at 10.30 a.m. at 456 Alexandra Road,
#04-00 (Lecture Theatre) NOL Building, Singapore 119962, for the purpose of transacting the
following businesses:

Ordinary Business

1.

To receive and adopt the Directors’ Report and Accounts for the financial
year ended 28 December 2007 and the Auditors’ Report thereon.

To approve the declaration of a final tax exempt (one-tier) dividend of
10.00 Singapore cents per share for the financiat year ended
28 December 2007.

To approve payments to Non-Executive Directors of $$1,832,658 for the
financial year ended 28 December 2007 (FY 2006: S$902,753).

[See Explanatory Note (i)}

To approve payments to Non-Executive Directors of up to 5$2,188,450
as Directors’ fees for the financial year ending 26 December 2008.

[See Explanatory Note (ii)]

To re-elect the following Directors who retire pursuant to Article 97 of the
Company’s Articles of Association:

(Directors due to retire by rotation and who are eligible for re-election)
{a) Mr Cheng Wai Keung

(o)  Mr Christopher Lau Loke Sam

(c)  Mr Timothy Charles Harris

[See Explanatory Note (iii) for (a) to (c) above]

Messrs Ang Kong Hua and Yasumasa Mizushima are not seeking
re-election/re-appointment at the 39th Annual General Meeting.

To re-appoint Messrs Ernst & Young as the Company’s Auditors and to
authorise the Directors to fix their remuneration.

[See Explanatory Note (iv)]

Resolution 1

Resolution 2

Resolution 3

Resolution 4

Resolution 5
Resolution 6
Resolution 7

Resolution 8




Special Business

7.

7.1

7.2

7.3

8.

To consider and, if thought fit, passing with or without modifications,
Resolutions relating to the following, each of which will be proposed as
Crdinary Resolutions:

To approve the renewal of the Mandate for Directors to alict and issue Resolution 9
shares subject to limits.

{See Explanatory Note (v)]
To approve the renewal of the Share Purchase Mandate. Resolution 10
[See Explanatory Note (vi)]

To approve the renewal of the Mandate for Interested Person Resolution 11
Transactions.

ISee Explanatory Note (vii)]

To transact any other business.

BY ORDER OF THE BOARD

Marjorie Wee/Wong Kim Wah (Ms)
Company Secretaries

28 March 2008, Singapore

Explanatory Notes:

()

(ii)

Resolution 3

The proposed payments of S$1,832,658 to Non-Executive Directors ("NEDs”") for FY 2007
comprise basic Board fee and Board Committee/attendance fees. No share options will be
granted to NEDs for the financial year ended 28 December 2007.

The amount of S$902,753 approved by shareholders in respect of FY 2006 consisted of basic
Board fee and Board Committee/attendance fees. In addition, NEDs were granted share
options with an aggregate value of 8$436,519 for the financial year ended 29 December 2008,
pursuant to the NOL Share Option Plan approved by Shareholders on 10 November 1999 and
as modified from time to time. If the aggregate value of the share options granted to NEDs
were included, the total compensation made to NEDs for FY 2006 would be §%$1,339,272.

Resolution 4

Resolution 4 is to facilitate payment of Directors’ fees to Non-Executive Directors on a current
year basis, that is, for the financial year ending 26 December 2008 (“FY 2008"). The amount of
Directors’ fees specified in Resolution 4 is calculated based on the present number of Directors
and the current schedule of Board and Cormmittee meetings for FY 2008. It also includes an
additional amount to provide for any additional fees which may be payable for FY 2008 due to
changed or special circumstances, for example, where additional ad-hoc Board or Committee
meetings are required to be held, or where new or additional Board or Committee members
are appointed in the course of FY 2008. Please refer to the Company’s Letter to Shareholders
dated 28 March 2008 accompanying the Company’s Annual Report 2007 for further details.




(iif)

(iv)

Resolutions 5to 7

If re-elected, the respective Directors will remain as Members of the following Committees:
Name of Director Committee

Mr Cheng Wai Keung® Executive Committee (Chairman)
Approval Committee (Chairman)
Nominating Committee
Executive Resource & Compensation Committee

Mr Christopher Lau Loke Sam* Audit Committee (Chairman)
Enterprise Risk Management Committee

Mr Timothy Charles Harris® Executive Resource & Compensation Committee
Enterprise Risk Management Committee

* Independent Director

Resolution 8 seeks to obtain shareholders’ approval to re-appoint Messrs Ernst & Young as
the Company’s auditors for FY 2008 and to authorise the Directors to fix their remuneration.

Resolution 9 seeks to authorise the Directors to issue shares and to make or grant
instruments (such as warrants or debentures) convertible into shares, and to issue shares in
pursuance of such instruments, up to a number not exceeding in total 50 per cent. of the total
number of issued shares (excluding treasury shares) in the capital of the Company, of which
up to 20 per cent. of the total number of issued shares (excluding treasury shares) may be
issued other than on a pro rata basis to existing shareholders. For the purpose of determining
the aggregate number of shares that may be issued, the percentage of issued shares shail be
based on the total number of issued shares (excluding treasury shares) in the capital of the
Company at the time that Resolution 9 is passed, after adjusting for (a) new shares arising
from the conversion or exercise of any convertible securities or share options or vesting of
share awards which are outstanding or subsisting at the time that Resolution 9 is passed, and
(b) any subsequent bonus issue, consolidation or subdivision of shares.

The full text of Resolution 9 is set out below:
“That authority be and is hereby given to the Directors of the Company to:

(a) () issue shares in the capital of the Company (“shares”) whether by way of rights,
bonus or otherwise; and/or

(i) make or grant offers, agreements or options (collectively, “Instruments”) that
might or would require shares to be issued, including but not limited to the
creation and issue of (as well as adjustments to) warrants, debentures or other
instruments coenvertible into shares,

at any time and upon such terms and conditions and for such purposes and to such
persons as the Directors may in their absolute discretion deem fit; and

(b)  (notwithstanding the authority conferred by this Resolution may have ceased to be in
force) issue shares in pursuance of any Instrument made or granted by the Directors
while this Resolution was in force,




(vi)

provided that:

(1) the aggregate number of shares to be issued pursuant to this Resofution {including
shares to be issued in pursuance of Instruments made or granted pursuant to this
Resolution) does not exceed 50 per cent. of the total number of issued shares
{excluding treasury shares) in the capital of the Company (as calculated in accordance
with sub-paragraph (2) below), of which the aggregate number of shares to be issued
other than on a pro rata hasis to shareholders of the Company {inctuding shares to be
issued in pursuance of Instruments made or granted pursuant to this Resolution) does
not exceed 20 per cent. of the total number of issued shares (excluding treasury shares)
in the capital of the Company (as calculated in accordance with sub-paragraph (2)
below);

(@) (subject to such manner of calculation as may be prescribed by the Singapore
Exchange Securities Trading Limited (“SGX-ST")) for the purpose of determining the
aggregate number of shares that may be issued under sub-paragraph (1} above, the
percentage of issued shares shall be based on the total number of issued shares
{excluding treasury shares) in the capital of the Company at the time this Resolution is
passed, after adjusting for:

(i) new shares arising from the conversion or exercise of any convertible securities or
share options or vesting of share awards which are outstanding or subsisting at
the time this Resolution is passed; and

(i)  any subsequent bonus issue or consolidation or subdivision of shares;

(3) in exercising the authority conferred by this Resolution, the Company shall comply with
the provisions of the Listing Manual of the SGX-ST for the time being in force (unless
such compliance has been waived by the SGX-ST) and the Articles of Association for
the time being of the Company; and

(4)  (unless revoked or varied by the Company in general meeting) the authority conferred by
this Resolution shall continue in force until the conclusion of the next Annual General
Meeting of the Company or the date by which the next Annual General Meeting of the
Company is required by law to be held, whichever is the earlier”

Resolution 10 seeks to renew the share purchase mandate for the Directors to purchase or
otherwise acquire ordinary shares in the capita! of the Company (“shares”) of up to 10 per
cent. of the total number of issued shares as at the date of the Annual General Meeting
(excluding any shares which are held as treasury shares as at that date).

The purchase price (excluding brokerage, commission, applicable goods and services tax and
other related expenses) to be paid for a share will be determined by the Directors. The
purchase price to be paid for the shares must not exceed, in the case of a market purchase,
105 per cent. of the Average Closing Price of the shares, and in the case of an off-market
purchase, 110 per cent. of the Average Closing Price of the shares, in either case, excluding
related expenses of the purchase or acquisition. For these purposes, “Average Closing Price”
means the average of the closing market prices of the shares over the last five market days on
which transactions in the shares were recorded on the Singapore Exchange Securities Trading
Limited (“SGX-ST") preceding the date of the relevant market purchase or, as the case may
be, the date of the making of the offer pursuant to an off-market purchase and deemed to be
adjusted in accordance with the Listing Manual of the SGX-ST for any corporate action that
occurs after the relevant five-day period, and “date of the making of the offer’ means the
date on which the Company announces its intention to make an offer for an off-market
purchase, stating the purchase price (which shall not be more than the maximum price) for
each share and the relevant terms of the equal access scheme for effecting the off-market
purchase.
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Purchases or acquisitions of shares may be made, at any time and from time to time, on and
from the date of the Annual General Meeting at which the renewal of the share purchase
mandate is approved, up to the date on which the next Annual General Meeting of the
Company is held or required by law to be held, or the date on which the authority conferred by
the share purchase mandate is revoked or varied, whichever is the earlier.

The Company will use internal resources or external borrowings or a combination of both to
fund purchases of shares pursuant to the share purchase mandate. In purchasing or acquiring
shares pursuant to the share purchase mandate, the Directors will, principally, consider the
availability of internal resources. In addition, the Directors will also consider the availability of
external financing. The amount of financing required for the Company to purchase or acquire
its shares, and the impact on the Group’s financial position, cannot be ascertained as at the
date of this Notice as these will depend on whether the purchase or acquisition is made out of
profits and/or capital, the number of shares purchased or acquired, the price at which such
shares were purchased or acquired and whether the shares purchased or acquired are held in
treasury or canceiled.

Based on the existing issued shares of the Company as at 3 March 2008 (the “Latest
Practicable Date"), the purchase by the Company of 10 per cent. of its issued shares
(excluding shares which are held as treasury shares) will result in the purchase or acquisition
of a maximum number of 147,009,475 shares.

In the case of market purchases by the Company and assuming that the Company purchases
or acquires the maximum number of 147,009,475 shares at the maximum price of S$3.42 for
one share (being the price equivalent to five per cent. above the average of the closing market
prices of the shares for the five consecutive market days on which the shares were traded on
the SGX-ST immediately preceding the Latest Practicable Date), the maximum amount of
funds required for the purchase or acquisition of the 147,009,475 shares is US$360,242,471%.

In the case of off-market purchases by the Company and assuming that the Company
purchases or acquires the maximum number of 147,009,475 shares at the maximum price of
$$3.58 for one share (being the price equivalent to 10 per cent. above the average of the
closing market prices of the shares for the five consecutive market days on which the shares
were traded on the SGX-ST immediately preceding the Latest Practicable Date), the maximum
amount of funds required for the purchase or acquisition of the 147,009,475 shares is
US$377,095,920".

The financial effects of the purchase or acquisition of such shares by the Company pursuant to
the proposed share purchase mandate on the audited financial statements of the Group for the
financial year ended 28 December 2007 based on these assumptions are set out in
paragraph 2.6 of Appendix 1 to the 2007 Annual Report of the Company.

Further details of the terms of the share purchase mandate, including the full text of
Resolution 10, are set out in Appendix 1 to the 2007 Annual Report of the Company.

Resolution 11 seeks to renew the annual mandate to allow the Company, its subsidiaries and
associated companies that are entities at risk, or any of them, to enter into certain Interested
Person Transactions with persons who are considered “Interested Persons” (as defined in
Chapter 9 of the Listing Manual of the Singapore Exchange Securities Trading Limited).
Details of the terms of the mandate, including the full text of Resclution 11, are set out in
Appendix 2 to the 2007 Annual Report of the Company.

Other Notes:

1.

A member of the Company entitled to attend and vote at the Annual General Meeting is
entitled to appoint not more than two proxies to attend and vote in his stead. A proxy need not
be a member of the Company.

o}

Exchange rate used for conversion from S$ 1o US$ is 1.39565. The amount indicated excludes related expenses of the
purchase or acquisition.




The instrument appointing a proxy or proxies must be deposited at the registered office of the
Company at 456 Alexandra Road, #06-00 NOL Building, Singapore 119962 not less than 48
hours before the time of the Annual General Meeting.

The 2007 Annual Report of the Company will be available at its website
http://www.nol.com.sg from 29 March 2008. CPF Holders of the shares of the Company who
wish to receive a printed copy of the Annual Report may send their request to the Vice
President of Corporate Affairs at Neptune Orient Lines Limited, 456 Alexandra Road,
#06-00 NOL Building, Singapore 119962 (Tel. No. 6371-5397).

Notice of Books’ Closure

NOTICE IS ALSO HEREBY GIVEN THAT subject to shareholders’ approval being obtained for the
proposed final tax-exempt (one-tier) dividend of 10.00 Singapore cents per share for the financial
year ended 28 December 2007 (“dividend”), the Share Transfer Books and the Register of
Members of the Company will be closed on 23 April 2008 to determine shareholders’ entitlement
to the dividend. Registrable Transfers received by the Company's Registrar, B.A.C.S. Private
Limited, 63 Cantonment Road, Singapore 083758, up to 5.00 pm on 22 April 2008 will be
registered to determine shareholders’ entitlement to the dividend.

Payment of the dividend, if approved by shareholders, wili be made on 5 May 2008.

By Order of the Board

Marjorie Wee/Wong Kim Wah (Ms)
Company Secretaries

28 March 2008, Singapore
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NEPTUNE ORIENT LINES LIMITED

{Incorporated in the Republic of Singapore)
Company Registration Number: 196800632D

Directors: Registered Office:
Cheng Wai Keung 456 Alexandra Road
Dr Friedbert Malt #06-00 NOL Building
Ang Kong Hua Singapore 119962

Dr Thomas Held

Yasumasa Mizushima

James Connal Scotland Rankin
Robert Holland, Jr

Christopher Lau Loke Sam
Timothy Charles Harris

Peter Wagner

Bobby Chin Yoke Choong
Simon Claude Israel

Tan Pheng Hock

To:

28 March 2008

The Shareholders of
Neptune Orient Lines Limited

Dear Sir/Madam

DIRECTORS’ FEES FOR 2008

1.

Introduction. We refer to ordinary business item 4 regarding the proposed payments to Non-
Executive Directors of Neptune Orient Lines Limited (the “Company”) of Directors’ fees for
financial year 2008 in the Notice of Annual General Meeting dated 28 March 2008
accompanying the Company’s 2007 Annual Report.

2008 Directors’ Fees. The proposal in ordinary business item 4 is to approve the payment of
Directors’ fees to the Non-Execulive Directors of the Company for the financial year ending
26 December 2008 (“FY 2008").

The amount of Directors’ fees of up to S$2,188,450 for FY 2008 referred to in ordinary
business item 4 is calculated based on the current number of Directors, anticipated number ¢f
Board Committees and composition of Committees, and anticipated number of Board and
Committee meetings for FY 2008. It also includes an additional amount to provide for any
additional fees which may be payable due to changed or special circumstances in FY 2008, for
example, any increase in the number of anticipated Board or Committee meetings or the
amount or scope of work being required of Directors or Commiitee members is more than is
currently anticipated o, if additional Board or Committee members are appointed in the course
of the year.

If approved, the proposal will facilitate the payment to the Non-Executive Directors of Directors’
fees on a current year basis, that is, for the current financial year ending 26 December 2008.




3 Rationale. Our practice in the past has been to obtain shareholders’ approval at each Annual
General Meeting for the payment of Directors’ fees in arrears, that is, for the previous financial
year just ended. As our Annual General Meetings are normally held within four months of the
previous financial year end, this means that effectively, a Director will only receive payment for
services rendered during the previous financial year some 16 months after the start of the
previous financial year.

In order to ensure that we are able to attract and retain the right calibre of Directors necessary
to contribute effectively to the Board in an ever-increasingly competitive market, we believe
that, not only must the right level of compensation be achieved, we must also do all we can to
ensure that our Directors are paid on a timely basis. By obtaining approval for the payment of
Directors’ fees for the current financial year in terms of ordinary business item 4, we are able to
ensure that, as with other service providers, our Non-Executive Directors are paid on a
continuing “as-earned” basis, rather than in arrears after the financial year ends.

4. Frequency of Payments. |f shareholders’ approval is obtained for this proposal, it is our
intention that payment to the Non-Executive Directors of the Directors’ fees (pro-rated or
apportioned accordingly) will be made after the close of each half year in FY 2008 in respect
of the period then ended. In no event will the aggregate amount paid to Non-Executive
Directors in FY 2008 exceed the amount proposed in ordinary business item 4. If, for
unforeseen reasons, payments are required to be made to Directors in excess of the amount
proposed in ordinary business item 4, we will revert to shareholders for approval at the
subsequent Annual General Meeting before any such payments are made.

5. Disclosure. The actual amount paid in FY 2008 to Non-Executive Directors as Directors' fees
will be disclosed in the Notice of next year's Annual General Meeting.

Yours faithfully
For and on behalf of
Neptune QOrient Lines Limited

Marjorie Wee/Wong Kim Wah (Ms)
Company Secretaries




APPENDIX 1

28 March 2008

This Appendix 1 is circulated to Shareholders of Neptune Orient Lines Limited (the “Company”)
together with the Company’s 2007 Annual Report. Its purpose is to provide Shareholders with
information on, and to explain the rationale for, the proposed renewal of the Share Purchase
Mandate to be tabled at the Annual General Meeting to be held on 16 April 2008 at 10.30 a.m. at
456 Alexandra Road, #04-00 (Lecture Theatre) NOL Building, Singapore 119962,

If you are in any doubt as to the action that you should take, you should consult your stockbroker,
bank manager, solicitor, accountant or other professional advisers immediately.

The Notice of Annual General Meeting and a Proxy Form are enclosed with the 2007 Annual Report.

The Singapore Exchange Securities Trading Limited assumes no responsibility for the correctness of
any of the statements made, reports contained or opinions expressed in this Appendix 1.
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For the purposes of this Appendix

stated;

“AGM"

“CDP”

“2007 Circular”
“Companies Act’
“Company”
“Directors”

“2007 AGM"

“EPS”
“Group”

“Latest Practicable Date”

“Listing Manual”

“Market Day”
HNAV!:

“Securities Accounts”

“SGX-ST”

“Share Purchase Mandate”

“Shareholders”

“Shares”

“Take-over Code”
“Temasek”

“8%", “$" and “cents”
“‘Uss”

“%” or “per cent.”

1, the following definitions apply throughout unless otherwise

The Annual General Meeting of the Company to be held on
16 April 2008,

The Central Depository (Pte) Limited.

The Company’s Circular to Shareholders dated 2 April 2007.
The Companies Act, Chapter 50 of Singapore.

Neptune Crient Lines Limited.

The directors of the Company for the time being.

The annual general meeting of the Company held on 18 April
2007.

Earnings per Share,
The Company and its subsidiaries.

The latest practicable date prior to the printing of this Appendix
1, being 3 March 2008.

The listing manual of the SGX-ST, including any amendments
made thereto up to the Latest Practicable Date.

A day on which the SGX-ST is open for trading in securities.
Net asset value.

Securities accounts maintained by Depositors with CDP, but
not including securities sub-accounts maintained with a
Depository Agent.

Singapore Exchange Securities Trading Limited.

The mandate to enable the Company to purchase or otherwise
acquire its issued Shares.

Registered holders of Shares except that where the registered
holder is CDP, the term “Shareholders” shall, in relation to such
Shares and where the context admits, mean the Depositors
whose Securities Accounts are credited with Shares.

Ordinary shares in the capital of the Company.

The Singapore Code on Take-overs and Mergers.

Temasek Holdings (Private) Limited.

Singapore dollars and cents, respectively.

United States of America dollars.

Per centum or percentage.




The terms “Depositor”, “Depository Agent” and “Depository Register” shall have the meanings
ascribed to them respectively in Secticn 130A of the Companies Act.

Words importing the singular shall, where applicabte, include the plural and vice versa. Words
importing the masculine gender shall, where applicable, include the feminine and neuter genders.
References to persons shall include corporations.

Any reference in this Appendix 1 to any enactment is a reference to that enactment as for the time
being amended or re-enacted. Any word defined under the Companies Act or any statutory
modification thereof and not otherwise defined in this Appendix 1 shall have the same meaning
assigned to it under the Companies Act or any statutory modification thereof, as the case may be.

The headings in this Appendix 1 are inserted for convenience only and shall be ignored in construing
this Appendix 1.

Any reference to a time of day in this Appendix 1 is made by reference to Singapore time unless
otherwise stated.

Any discrepancies in the tables in this Appendix 1 between the listed amounts and the totals thereof
are due to rounding.




1.1

1.2

2.2

NEPTUNE ORIENT LINES LIMITED

(Incorporated in the Republic of Singapore)
Company Registration Number: 196800632D

Introduction

Shareholders had approved the renewal of the Share Purchase Mandate at the 2007 AGM.
The authority and limitations placed on the Share Purchase Mandate were set out in the 2007
Circular and Ordinary Resolution 14 set out in the Notice of the 2007 AGM.

The Share Purchase Mandate was expressed to take effect on the date of the passing of
Ordinary Resolution 14 at the 2007 AGM and will expire on the date of the forthcoming AGM
to be held on 16 April 2008. Accordingly, Shareholders’ approval is being sought for the
renewal of the Share Purchase Mandate at the AGM.

The purpese of this Appendix 1, to be circulated to Shareholders together with the Company’s
2007 Annual Report, is to provide Shareholders with information on, and to explain the
rationale for, the proposed renewal of the Share Purchase Mandate to be tabled at the AGM.

The Proposed Renewal of the Share Purchase Mandate

The rationale for the Company to undertake the purchase or acquisition of its Shares, as
previously stated in the 2007 Circular, is as follows:

(a) Share purchases give the Company a relatively convenient, expedient and cost-efficient
mechanism to facilitate the return of funds which are surplus to its requirements.

(by  Share purchase is one of the ways in which the return on equity of the Company may be
enhanced.

(c)  The flexibility provided by the Share Purchase Mandate allows the Directors to better
manage the Company’s capital structure, dividend payout and cash reserves.

The purchase of Shares may, depending on market conditions and funding arrangements at
the time, lead to an enhancement of EPS and/or NAV per Share, and will only be made when
the Directors believe that such purchases would benefit the Company and increase economic
value for Sharehotders. No purchase of Shares will be made in circumstances which may or
would have a material adverse effect on the liquidity and capital of the Company and the
Group.

The authority and limitations placed on the Share Purchase Mandate, if renewed at the AGM,
are the same as were previously approved by Shareholders at the 2007 AGM, and are
summarised below:

2.2.1 Maximum Number of Shares

The total number of Shares which may be purchased or acquired by the Company
pursuant to the Share Purchase Mandate is limited to that number of Shares
representing not more than 10% of the total number of issued Shares of the Company
as at the date of the AGM. Any of the Shares which are held as treasury shares will be
disregarded for purposes of computing the 10% limit.

Purely for illustrative purposes, based on 1,471,547,462 Shares in issue as at the Latest
Practicable Date, and disregarding 1,452,717 Shares held by the Company as treasury
shares as at the Latest Practicable Date, and assuming no further Shares are issued,
and no further Shares are purchased or acquired by the Company and no Shares
purchased or acquired by the Company are held by the Company as treasury shares, on
or prior to the AGM, the purchase by the Company of up te the maximum limit of 10% of
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its issued Shares will result in the purchase or acquisition of 147,009,475 Shares
{representing 10% of the Shares in issue as at that date, disregarding the Shares held in
treasury).

Duration of Authority

Purchases or acquisitions of Shares may be made, at any time and from time to time, on
and from the date of the AGM at which the renewal of the Share Purchase Mandate is
approved, up to:

(a) the date on which the next Annual General Meeting of the Company is held or
required by law to be held; or

(b) the date on which the authority conferred by the Share Purchase Mandate is
revoked or varied,

whichever is the earlier.

Manner of Purchases or Acquisitions of Shares

Purchases or acquisitions of Shares may be made by way of.
{a) on-market purchases (“Market Puri:hases") transacted on the SGX-ST; and/or

(b) off-market purchases (“Off-Market Purchases”) effected pursuant to an equal
access scheme.

The Directors may impose such terms and conditions which are not inconsistent with the
Share Purchase Mandate, the Listing Manual and the Companies Act as they consider
fit in the interests of the Company in connection with or in relation to any equal access
scheme or schemes.

An Off-Market Purchase must, however, satisfy all the following conditions:

(i) ofters for the purchase or acquisition of Shares shall be made to every person
who holds Shares to purchase or acquire the same percentage of their Shares;

(i)  all of those persons shall be given a reasonable opportunity to accept the offers
made; and

(i} the terms of all the offers shall be the same, except that there shall be
disregarded (1) differences in consideration attributable to the fact that offers may
relate to Shares with different accrued dividend entitiements and (2) differences in
the offers introduced solely to ensure that each person is left with a whole number
of Shares.

If the Company wishes to make an Off-Market Purchase in accordance with an equal
access scheme, it will issue an offer document containing at least the following
information:

(1)  terms and conditions of the offer;

(2) period and procedures for acceptances; and

(3) information required under Rules 883(2), (3), {(4) and (5) of the Listing Manual.
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2.2.4

Purchase Price

The purchase price (excluding brokerage, commission, applicable goods and services
tax and other related expenses) to be paid for a Share will be determined by the
Directors. The purchase price to be paid for the Shares must not exceed:

(a) in the case of a Market Purchase, 105% of the Average Closing Price of the
Shares; and

(b) in the case of an Off-Market Purchase, 110% of the Average Closing Price of the
Shares,

in either case, excluding related expenses of the purchase or acquisition.
For the above purposes:

“Average Closing Price” means the average of the closing market prices of the Shares
over the last five Market Days on which transactions in the Shares were recorded on the
SGX-ST preceding the date of the relevant Market Purchase or, as the case may be, the
date of the making of the offer pursuant to an Off-Market Purchase and deemed to be
adjusted in accordance with the Listing Manual for any corporate action that occurs after
the relevant five-day period; and

“date of the making of the offer’ means the date on which the Company announces its
intention to make an offer for an Off-Market Purchase, stating the purchase price (which
shall not be more than the maximum price) for each Share and the relevant terms of the
equal access scheme for effecting the Off-Market Purchase.

Shares purchased or acquired by the Company are deemed cancelled immediately on
purchase or acquisition (and all rights and privileges attached to the Share will expire on such
cancellation) unless such Shares are held by the Company as treasury shares. The total
number of issued Shares will be diminished by the number of Shares purchased or acquired
by the Company, which are cancelled and are not held as treasury shares.

Under the Companies Act, Shares purchased or acquired by the Company may be held or
dealt with as treasury shares. Some of the provisions on treasury shares under the Companies
Act are summarised betow:

241

242

Maximum Holdings

The number of Shares held as treasury shares cannot at any time exceed 10% of the
total number of issued Shares.

Voting and Other Rights

The Company cannot exercise any right in respect of treasury shares. In particular, the
Company cannot exercise any right to attend or vote at meetings and for the purposes
of the Companies Act, the Company shall be treated as having no right to vote and the
treasury shares shall be treated as having no voting rights.

In addition, no dividend may be paid, and no other distribution of the Company’s assets
may be made, to the Company in respect of treasury shares. However, the allotment of
shares as fully paid bonus shares in respect of treasury shares is allowed. A subdivision
or consolidation of any treasury share into treasury shares of a smalier amount is also
allowed so long as the total value of the treasury shares after the subdivision or
consolidation is the same as before.



2.5

26

2.4.3 Disposal and Canceliation

Where Shares are held as treasury shares, the Company may at any time but subject
always to the Take-over Code:

(a)  sell the treasury shares for cash;

(b} transfer the treasury shares for the purposes of or pursuant to an employees’
share scheme;

{c) transfer the treasury shares as consideration for the acquisition of shares in or
assets of another company or assets of a person,;

(d)  cancel the treasury shares; or

{e) sel, transfer or otherwise use the treasury shares for such other purposes as may
be prescribed by the Minister for Finance.

Under the Listing Manual, an immediate announcement must be made of any sale, transfer,
cancellation and/or use of treasury shares. Such announcement must include details such as
the date of the sale, transfer, cancellation and/or use of such treasury shares, the purpose of
such sale, transfer, cancellation and/or use of such treasury shares, the number of treasury
shares which have been sold, transferred, cancelled and/or used, the number of treasury
shares before and after such sale, transfer, cancellation and/or use, the percentage of the
number of treasury shares against the total number of issued shares (of the same class as the
treasury shares) which are listed on the SGX-ST before and after such sale, transfer,
canceflation and/or use, and the value of the treasury shares if they are used for a sale or
transfer, or cancelled.

Under the Cempanies Act, the Company may purchase or acquire its Shares out of its
distributable profits, as well as out of capital.

The Company will use internal resources or external borrowings or a combination of both to
fund purchases of Shares pursuant to the Share Purchase Mandate. In purchasing or acquiring
Shares pursuant to the Share Purchase Mandate, the Directors will, principally, consider the
availability of internal resources. In addition, the Directors will also consider the availability of
external financing. Howaever, in considering the option of external financing, the Directors will
consider particularly the prevailing gearing leve! of the Group. The Directors will only make
purchases or acquisitions pursuant to the Share Purchase Mandate in circumstances which
they believe will not result in any material adverse effect to the financial position of the
Company or the Group.

The financial effects on the Group arising from purchases or acquisitions of Shares which may
be made pursuant to the Share Purchase Mandate will depend on, infer alia, whether the
Shares are purchased or acquired out of profits and/or capital of the Company, the number of
Shares purchased or acquired, the price paid for such Shares and whether the Shares
purchased or acquired are held in treasury or cancelled. The financial effects on the Group,
based on the audited financial statements of the Group for the financial year ended
28 December 2007, are based on the assumptions set out below.

2.6.1 Purchase or Acquisition out of Profits and/or Capital

Under the Companies Act, purchases or acquisitions of Shares by the Company may be
made out of the Company's profits and/or capital.

Where the consideration paid by the Company for the purchase or acquisition of Shares
is made out of profits, such consideration (excluding brokerage, commission, applicable
goods and services tax and other related expenses) will correspondingly reduce the
amount avaitable for the distribution of cash dividends by the Company.




Where the consideration paid by the Company for the purchase or acquisition of Shares
is made out of capital, the amount available for the distribution of cash dividends by the
Company will not be reduced, but the capital will be reduced.

2.6.2 Number of Shares Acquired or Purchased

Based on 1,471,5647,462 Shares in issue as at the Latest Practicable Date, and
disregarding 1,452,717 Shares held by the Company as treasury shares as at the Latest
Practicable Date, and assuming no further Shares are issued, and no further Shares are
purchased or acquired by the Company and no Shares purchased or acquired by the
Company are held by the Company as treasury shares, on or prior to the AGM, the
purchase by the Company of up to the maximum limit of 10% of its issued Shares will
result in the purchase or acquisition of 147,008,475 Shares (representing 10% of the
Shares in issue as at that date, disregarding the Shares held in treasury), if the Shares
are to be cancelled after purchase or acquisition.

As 1,452,717 Shares have been bought back and held as treasury shares as at the
Latest Practicable Date, the maximum number of Shares which may be further
purchased and held as treasury shares will be reduced from 147,009,475 Shares to
145,702,029 Shares.

2.6.3 Maximum Price Paid for Shares Acquired or Purchased

In the case of Market Purchases by the Company and assuming that the Company
purchases or acquires the maximum number of 147,009,475 Shares at the maximum
price of $$3.42 for one Share (being the price equivalent to 5% above the Average
Closing Price of the Shares for the five consecutive Market Days on which the Shares
were traded on the SGX-ST immediately preceding the Latest Practicable Date), the
maximum amount of funds required for the purchase or acquisition of 147,009,475
Shares is US$360,242,471%,

In the case of Off-Market Purchases by the Company and assuming that the Company
purchases or acquires the maximum number of 147,009,475 Shares at the maximum
price of $$3.58 for one Share (being the price equivalent to 10% above the Average
Closing Price of the Shares for the five consecutive Market Days on which the Shares
were traded on the SGX-ST immediately preceding the Latest Practicable Date), the
maximum amount of funds required for the purchase or acquisition of 147,009,475
Shares is US$377,095,920".

2.6.4 [Hlustrative Financial Effects

The financial effects on the Group arising from purchases or acquisitions of Shares
which may be made pursuant to the proposed Share Purchase Mandate will depend on,
inter alia, whether the purchase or acquisition is made out of profits and/or capital, the
aggregate number of Shares purchased or acquired and the consideration paid at the
relevant time and whether the Shares purchased or acquired are cancelled or held in
treasury.

For illustrative purposes only and on the basis of the assumptions set out in paragraphs
2.6.2 and 2.6.3 above, the financial effects on the audited financial statements of the
Group for the financial year ended 28 December 2007 are set out below and assuming
the following:

(a) the purchase or acquisition of 147,009,475 Shares by the Company pursuant to
the Share Purchase Mandate by way of Market Purchases made entirely out of
profits or capital and cancelled;

m Exchange rate used for conversion from S$ to US§ is 1.39565. The amount indicated exctudes related expenses of the
purchase or acquisition.



{b) the purchase or acquisition of 145,702,029 Shares by the Company pursuant to
the Share Purchase Mandate by way of Market Purchases made entirely out of
profits or capital and held in treasury;

{c) the purchase or acquisition of 147,009,475 Shares by the Company pursuant to
the Share Purchase Mandate by way of Off-Market Purchases made entirely out
of profits or capital and cancelled; and

(d) the purchase or acquisition of 145,702,029 Shares by the Company pursuant to
the Share Purchase Mandate by way of Off-Market Purchases made entirely out
of profits or capital and held in treasury.

Scenario 1{A)
Market Purchases made entirely out of profits and cancelled
Group
Before Share After Share
Purchase Purchase
USss$’000 US$’000
As at 28 December 2007
Share Capital 840,738 840,738
Treasury Shares (6,926) (6,926)
833,812 833,812
Shares Held by Employee Benefit Trust (610) (610)
Treasury Shares Reserve (78) (78)
Retained Earnings 1,726,025 1,365,783
Share-Based Compensation Reserve 29,207 29,207
Other Reserves 73,562 73,562
Shareholders’ Funds 2,661,918 2,301,676
Current Assets 1,884,123 1,523,881
Current Liabilities 1,543,931 1,543,931
Total Borrowings 531,515 591,515
Cash and Cash Equivalents 504,365 144,123
Number of Shares™ (*000) 1,467,715 1,320,706
Financial Ratios
Basic EPS (US$) 0.36 0.40
NAV per Share (US$) 1.81 1.74
Net Gearing® (times) 0.03 0.19
Current Ratio (times) 1.22 0.99
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Scenario 1(B)

Market Purchases made entirely out of profits and held in treasury

Group
Before Share After Share
Purchase Purchase
uss$’'000 Us$'000
As at 28 December 2007
Share Capital 840,738 840,738
Treasury Shares (6,926) (6.926)
833,812 833,812
Shares Held by Employse Benefit Trust (610) (610)
Treasury Shares Reserve (78) {78)
Retained Earnings 1,726,025 1,726,025
Treasury Shares - (357,039)
' 1,726,025 1,368,986
Share-Based Compensation Reserve 29,207 29,207
Other Reserves 73,562 73,562
Sharehclders’ Funds 2,661,918 2,304,879
Current Assets 1,884,123 1,527,084
Current Liabilities 1,543,931 1,543,931
Total Borrowings 591,515 591,515
Cash and Cash Equivalents 504,365 147,326
Number of Shares™ ('000) 1,467,715 1,322,013
Financial Ratios
Basic EPS (US$) 0.36 0.40
NAV per Share (US$) 1.81 1.74
Net Gearing® (times) 0.03 0.19

Current Ratio (times) 1.22 0.99
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Scenario 1(C)

Market Purchases made entirely out of capital and cancelled

Group
Before Share After Share
Purchase Purchase
Uss$’000 US$’000
As at 28 December 2007
Share Capital 840,738 480,496
Treasury Shares (6,926) (6,926)
833,812 473,570
Shares Held by Employee Benefit Trust (610} (610)
Treasury Shares Reserve (78) (78)
Retained Earnings 1,726,025 1,726,025
Share-Based Compensation Reserve 29,207 29,207
Other Reserves 73,562 73,562
Shareholders’ Funds 2,661,918 2,301,676
Current Assets 1,884,123 1,523,881
Current Liahilities 1,543,931 1,543,931
Total Borrowings 591,515 591,515
Cash and Cash Equivalents 504,365 144,123
Number of Shares™ ('000) 1,467,715 1,320,706
Financial Ratios
Basic EPS (US$) 0.36 0.40
NAV per Share (US$) 1.81 1.74
Net Gearing® (times) 0.03 0.19
Current Ratio (fimes) 1.22 0.99
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Scenario 1(D)

Market Purchases made entirely out of capital and held in treasury

Group
Before Share After Share
Purchase Purchase
uss$'000 Us$'000
As at 28 December 2007
Share Capital 840,738 840,738
Treasury Shares (6,926) (363,965)
833,812 476,773
Shares Held by Employee Benefit Trust {610) {610)
Treasury Shares Reserve (78) {78)
Retained Earnings 1,726,025 1,726,025
Share-Based Compensation Reserve 29,207 29,207
Other Reserves 73,562 73,562
Shareholders’ Funds 2,661,918 2,304,879
Current Assets 1,884,123 1,527,084
Current Liabilities 1,543,931 1,543,931
Total Borrowings 591,515 591,515
Cash and Cash Equivalents 504,365 147,326
Number of Shares™ ('000) 1,467,715 1,322,013
Financial Ratios
Basic EPS (US$) 0.36 0.40
NAV per Share (USS) 1.81 1.74
Net Gearing® (times) 0.03 019
Current Ratio (times) 1.22 0.99
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_Scenario 2(A)

Off-Market Purchases made entirely out of profits and cancelled

Group
Before Share After Share
Purchase Purchase
UsS$'000 Us$'000
As at 28 December 2007
Share Capital 840,738 840,738
Treasury Shares (6,926) (6,926)
833,812 833,812
Shares Held by Employee Benefit Trust {610} (610)
Treasury Shares Reserve (78) {78)
Retained Earnings 1,726,025 1,348,929
Share-Based Compensation Reserve 29,207 29,207
Other Reserves 73,562 73,562
Shareholders’ Funds . 2,661,918 2,284 822
Current Assets 1,884,123 1,507,027
Current Liabilities 1,543,931 1,543,931
Total Borrowings 581,515 591,515
Cash and Cash Equivalents 504,365 127,269
Number of Shares® ('000) 1,467,715 1,320,706
Financial Ratios
Basic EPS (US$) 0.36 0.40
NAV per Share (US3) 1.81 1.73
Net Gearing® (times) 0.03 0.20
Current Ratio (times) ' 1.22 0.98
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Scenario 2(B)

Off-Market Purchases made entirely out of profits and held in treasury

Group
Before Share After Share
Purchase Purchase
uUsS$'000 US$’'000
As at 28 December 2007
Share Capital 840,738 840,738
Treasury Shares (6,926) (6,926)
833,812 833,812
Shares Held by Employee Benefit Trust (610) {610)
Treasury Shares Reserve (78) (78)
Retained Earnings 1,726,025 1,726,025
Treasury Shares - {373,742)
1,726,025 1,352,283
Share-Based Compensation Reserve 29,207 29,207
Other Reserves 73,562 73,562
Shareholders’ Funds 2,661,918 2,288,176
Current Assets 1,884,123 1,510,381
Current Liabilities 1,543,931 1,543,931
Total Borrowings 591,515 591,515
Cash and Cash Equivalents 504,365 130,623
Number of Shares' ("000) 1,467,715 1,322,013
Financial Ratigs
Basic EPS (US$) 0.36 0.40
NAV per Share (US$) 1.81 1.73
Net Gearing® (times) 0.03 0.20
Current Ratio (times) 1.22 0.98
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Scenario 2(C)

Off-Market Purchases made entirely out of capital and cancelied

Group
Before Share After Share
Purchase Purchase
US$’000 UsS$’000
As at 28 December 2007
Share Capital ‘ 840,738 463,642
Treasury Shares {6,926) {6,926)
833,812 456,716
Shares Held by Employee Benefit Trust (610) (610)
Treasury Shares Reserve (78) (78)
Retained Earnings 1,726,025 1,726,025
Share-Based Compensation Reserve 29,207 29,207
Other Reserves 73,562 73,562
Shareholders’ Funds 2,661,918 2,284,822
Current Assets 1,884,123 1,507,027
Current Liabilities 1,543,931 1,543,931
Total Barrowings 581,515 591,515
Cash and Cash Equivalents 504,365 127,269
Number of Shares! (‘000) 1,467,715 1,320,706
Financial Ratios
Basic EPS (US$) 0.36 0.40
NAV per Share (US$) 1.81 1.73
Net Gearing® (times) 0.03 0.20
Current Ratio (times) 1.22 0.98
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Scenario 2(D)

Off-Market Purchases made entirely out of capital and held in treasury

Group
Before Share After Share
Purchase Purchase
UsSs$'000 US$'000
As at 28 December 2007
Share Capital 840,738 840,738
Treasury Shares (6,9286) (380,668)
833,812 460,070
Shares Held by Employee Benefit Trust (610) {610}
Treasury Shares Reserve {78) (78)
Retained Earnings 1,726,025 1,726,025
Share-Based Compensation Reserve 29,207 29,207
Other Reserves 73,562 73,562
Shareholders’ Funds 2,661,918 2,288,176
Current Assets 1,884,123 1,510,381
Current Liabilities 1,543,931 1,543,931
Total Borrowings 591,515 591,515
Cash and Cash Equivalents 504,365 130,623
Number of Shares!" ("000) 1,467,715 1,322,013
Financial Ratios
Basic EPS (LUS%) 0.36 0.40
NAV per Share (US$) , 1.81 1.73
Net Gearing® (times) 0.03 0.20
Current Ratio (times) 1.22 0.98

Notes:

m The number of Shares which may be held as treasury shares cannot at any time exceed 10% of the
total number of issued Shares. As 1,452,717 Shares have been bought back and held as treasury
shares as at the Latest Practicable Date, the maximum number of Shares which may be further
purchased and held as treasury shares will be reduced from 147,008,475 Shares to 145,702,029
Shares. The financial effects under Scenarios 1(B), 1(D), 2(B) and 2(D) are computed based on
145,702,029 Shares purchased and held as treasury shares. For Scenarios 1{A}, 1(C), 2(A) and 2(C),
the financial effects are computed based on 147,009,475 Shares purchased and cancelled.

@ Faor the purposes of the above calculations, “Net Gearing” means the ratio of total borrowings less cash
and cash equivalents to the shareholders’ funds (including minority interest).

The financial effects set out above are for illustrative purposes only. Although the Share
Purchase Mandate would authorise the Company to purchase or acquire up to 10% of
the issued Shares (excluding Shares held in treasury), the Company may not
necessarily purchase or acquire or be able to purchase or acquire the entire 10% of the
issued Shares (excluding Shares held in treasury). In addition, the Company may
cancel all or part of the Shares repurchased or hold all or part of the Shares
repurchased in treasury.
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2.10

Shareholders who are in doubt as to their respective tax positions or the tax implications of
Share purchase or acquisitions by the Company, or who may be subject to tax whether in or
outside Singapore, should consult their own professional advisers.

The Listing Manual requires a listed company to ensure that at least 10% of the total number
of issued shares (excluding treasury shares, preference shares and convertible eguity
securities) in a class that is listed is at all times held by the public. As at the Latest Practicable
Date, Temasek, a substantial Shareholder, has a direct and deemed interest in approximately
67.77%, and AXA S5.A, the other substantial shareholder, has a deemed interest in
approximately 5.23%, of the issued Shares {(excluding Shares held in treasury). As at that date,
public shareholders hold approximately 26.89% of the issued Shares (excluding Shares held in
treasury).

The Company is of the view that there is a sufficient number of Shares in issue held by public
Shareholders which would permit the Company to undertake purchases or acquisitions of its
Shares through Market Purchases up to the full 10% limit pursuant to the proposed Share
Purchase Mandate without affecting the listing status of the Shares on the SGX-ST, causing
market illiquidity or affecting orderly trading.

The Listing Manual does not expressly prohibit any purchase of shares by a listed company
during any particular time or times. However, the Company will not purchase its Shares at a
time when it is in possession of material price sensitive information which has not been
publicly announced. In line with best practices on securities dealings set out in the Listing
Manual, the Company shall not deal in its securities during the period of two weeks preceding
the announcement of its financial statements for each of the first three quarters of its financial
year, or the period of one month preceding the announcement of its full year results.

Appendix 2 of the Take-over Code contains the Share Buy-Back Guidance Note. The take-over
implications arising from any purchase or acquisition by the Company of its Shares are set out
below:

2.10.1 Obligation to make a Take-over Offer

If, as a result of any purchase or acquisition by the Company of its Shares, the
proportionate interest in the voting capital of the Company of a Sharehclder and persons
acting in concert with him increases, such increase will be treated as an acquisition for
the purposes of Rule 14 of the Take-over Code. Consequently, a Shareholder or a group
of Sharehclders acting in concert with a Director could obtain or consolidate effective
control of the Company and become obliged to make an offer under Rule 14 of the Take-
over Code.

2.10.2 Persons Acting in Concert

Under the Take-over Code, persons acting in concert comprise individuals or companies
who, pursuart to an agreement or understanding (whether formal or informal), co-
operate, through the acquisition by any of them of shares in a company, to obtain or
consolidate effective control of that company.

Unless the contrary is established, the Take-over Code presumes, inter alia, the
following individuals and companies to be persons acting in concert with each other:

(a) the following companies:

(i a company;

(i)  the parent company of (i);

(iiiy  the subsidiaries of (i);

(iv)  the fellow subsidiaries of {i);

{v) the associated companies of any of (i), {ii}, (iii} or (iv);
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(viy companies whose associated companies include any of (i), (i}, (iii), (iv} or
(v); and

(vii) any person who has provided financial assistance (other than a bank in the
ordinary course of business) to any of the above for the purchase of voting
rights; and

(b) a company with any of its directors (together with their close relatives, related
trusts as well as companies controlled by any of the directors, their close relatives
and related trusts).

The circumstances under which Shareholders, including Directors and persons acting in
concert with them respectively, will incur an obligation to make a take-over offer under
Rule 14 of the Take-over Code after a purchase or acquisition of Shares by the
Company are set out in Appendix 2 of the Take-over Code.

2103 Effect of Rule 14 and Appendix 2

In general terms, the effect of Rule 14 and Appendix 2 of the Take-over Code is that,
unless exempted, Directors and persons acting in concert with them will incur an
obligation toc make a take-over offer under Rule 14 of the Take-over Code if, as a result
of the Company purchasing or acquiring Shares, the voting rights of such Directors and
their concert parties would increase to 30% or more, or in the event that such Directors
and their concert parties hold between 30% and 50% of the Company’s voting rights, if
the voting rights of such Directors and their concert parties would increase by more than
1% in any period of six months. In calculating the percentages of voting rights of such
Directors and their concert parties, treasury shares shall be excluded.

Under Appendix 2 of the Take-over Code, a Shareholder not acting in concert with the
Directors will not be required to make a take-over offer under Rule 14 if, as a result of
the Company purchasing or acquiring its Shares, the voting rights of such Shareholder
would increase to 30% or more, or, if such Shareholder holds between 30% and 50% of
the Company's voting rights, the voting rights of such Shareholder would increase by
more than 1% in any period of six months. Such Shareholder need not abstain from
voting in respect of the resolution authorising the Share Purchase Mandate.

Based on substantial shareholder notifications received by the Company under
Division 4, Part IV of the Companies Act as at the Latest Practicable Date as set out in
paragraph 4.2 below, the substantial Shareholders would not become obliged to make a
take-over offer for the Company under Rule 14 of the Take-over Code as a result of the
purchase by the Company of the maximum limit of 10% of its issued Shares {excluding
Shares held in treasury) as at the Latest Practicable Date.

Shareholders who are in doubt as to their obligations, if any, o0 make a mandatory
take-over offer under the Take-over Code as a result of any purchase or
acquisition of Shares by the Company should consult the Securities Industry
Council and/for their professional advisers at the earliest opportunity.

2.11 The Listing Manual specifies that a listed company shall report all purchases or acquisitions of
its shares to the SGX-ST not later than 2.00 a.m. (i) in the case of a Market Purchase, on the
market day following the day of purchase or acquisition of any of its shares and (ii) in the case
of an Off-Market Purchase under an equal access scheme, on the second market day after the
close of acceptances of the offer. Such announcement (which must be in the form of Appendix
8.3.1 to the Listing Manual) must include, inter alia, details of the date of the purchase, the
total number of shares purchased, the number of shares cancelled, the number of shares held
as treasury shares, the purchase price per share or the highest and lowest prices paid for such
shares (as applicable), the total consideration (including stamp duties and clearing charges)
paid or payable for the shares, the number of shares purchased as at the date of
announcement (on a cumulative basis), the number of issued shares excluding treasury shares
and the number of treasury shares held after the purchase.
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2.12 As at the Latest Practicable Date, the Company had purchased or acquired an aggregate of
2,350,000 Shares by way of Market Purchases pursuant to the Share Purchase Mandate
approved by Shareholders at the 2007 AGM. The highest and lowest price paid was $$4.98
and S$3.94 per Share respectively. The total consideration paid for all of the purchases was
5$10,828,952 (including brokerage, commission, applicable goods and services tax and other
related expenses).

As at the Latest Practicable Date, 1,452,717 Shares purchased or acquired by the Company
are held as treasury shares.

3. Resolution 10

The full text of Resolution 10, being the Ordinary Resolution relating to the proposed renewal
of the Share Purchase Mandate to be proposed at the AGM, is set out below:

“That:

(a) the exercise by the Directors of the Company (the “Directors”) of all the powers of the
Company to purchase or otherwise acquire ordinary shares in the Company (“Shares”)
not exceeding in aggregate the Maximum Limit (as hereinafter defined), at such price or
prices as may be determined by the Directors from time to time up to the Maximum
Price {(as hereinafter defined), whether by way of:

{i) on-market purchases (each an "On-Market Purchase” on the Singapore
Exchange Securities Trading Limited (the “SGX-ST"); and/or

(i) off-market purchases (each an “Off-Market Purchase”) effected otherwise than
on the SGX-ST in accordance with any equal access scheme(s) as may be
determined or formulated by the Directors as they may consider fit, which
scheme(s) shall satisfy all the conditions prescribed by the Companies Act,
Chapter 50 of Singapore,

and otherwise in accordance with all other laws and regulations and rules of the
SGX-ST as may for the time being be applicable, be and is hereby authorised and
approved generally and unconditionally (the “Share Purchase Mandate”);

(b)  the authority conferred on the Directors pursuant to the Share Purchase Mandate may
be exercised by the Directors at any time and from time to time during the period
commencing from the date of the passing of this Ordinary Resolution and expiring on
the earlier of:

(i) the date on which the next Annual General Meeting of the Company is heid or
required by law to be held; or

(i)  the date on which the authority contained in the Share Purchase Mandate is
varied or revoked at a General Meeting;
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(c)

(d)

in this Ordinary Resolution:;

“Average Closing Price” means the average of the closing market prices of the Shares
over the last five market days on which transactions in the Shares were recorded on the
SGX-ST preceding the date of the relevant On-Market Purchase, or as the case may be,
the date of the making of the offer pursvant to an Off-Market Purchase and deemed to
be adjusted in accordance with the Listing Manual of the SGX-ST for any corporate
action that occurs after the relevant five-day period;

“date of the making of the offer” means the date on which the Company announces its
intention to make an offer for the purchase or acquisition of Shares from holders of
Shares, stating therein the purchase price {(which shall not be more than the Maximum
Price) for each Share and the relevant terms of the equal access scheme for effecting
the Off-Market Purchase;

“Maximum Limit” means that number of issued Shares representing 10 per cent. of the
total number of issued Shares as at the date of the passing of this Ordinary Resolution
(excluding any Shares which are held as treasury shares as at that date); and

“Maximum Price” in relation to a Share to be purchased or acquired, means an amount
(excluding brokerage, commission, applicable goods and services tax and other related
expenses) not exceeding:

(i} for On-Market Purchases, more than 5 per cent. above the Average Closing Price
of the Shares; and

(i)  for Off-Market Purchases, more than 10 per cent. above the Average Closing
Price of the Shares; and

the Directors and/or any of them be and are hereby authorised to complete and do all
such acts and things (including executing such documents as may be required) as they
and/or he may consider expedient or necessary to give effect to the transactions
contemplated and/or authorised by this Ordinary Resolution.”

Directors’ and Substantial Shareholders’ Interests

As at the Latest Practicable Date, the Directors’ interests in Shares as recorded in the Register
of Directors’ Shareholdings are as follows:

Number of
Number of Shares Shares
comprised in
Direct Deemed outstanding
Director Interest ot Interest % Options/Awards
Cheng Wai Keung 1,250,000 0.085 - - 345,000
Dr Friedbert Malt 40,000 0.003 - - 172,000
Ang Kong Hua 40,000 0.003 - - 172,000
Dr Thomas Held 13,000 0.001 - - 74,000
Yasumasa Mizushima 30,000 0.002 - - 99,000
James Connal
Scotland Rankin 108,000 0.007 - - 81,000
Robert Holland, Jr 100,000 0.007 - - 129,000
Christopher Lau
Loke Sam - - - - 129,000
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4.2

Number of

Number of Shares Shares
comprised in
Direct Deemed outstanding
Director Interest %" Interest %ol Options/Awards
Timothy Charles Harris - - - - 81,000
Peter Wagner 30,000 0.002 — - 81,000
Bobby Chin Yoke Choong - - 16,8512 0.001 -

Simon Claude [srael - - - - -

Tan Pheng Hock - - - - -

Notes:

n Based on 1,470,094,745 issued Shares as at the Latest Practicable Date (this is based on 1,471,547 462 issued
Shares as at the Latest Practicable Date and disregarding 1,452,717 Shares held in treasury as at the Latest
Practicable Date).

@ Bobby Chin Yoke Choong is deemed to be interested in the 16,851 Shares held by his spouse.

As at the Latest Practicable Date, the interests of the substantial Shareholders in Shares as
recorded in the Register of Substantial Shareholders are as follows:

Number of Shares

Substantial Direct Deemed Total
Shareholder Interest o't Interest % Interest %!
Temasek 383,465,362 26.09 612,748,816® 41.68 996214178 67.77
AXA SA - - 76,942,799% 5.23 76,942,799 5.23
Notes:

" Based on 1,470,094,745 issued Shares as at the Latest Practicable Date (this is based on 1,471,547 462 issued
Shares as at the Latest Practicable Date and disregarding 1,452,717 Shares held in treasury as at the Lalest
Practicable Date).

@ Temasek is deemed to be interested in the 612',748,816 Shares held by its associated companies and
subsidiaries.

® AXA S.A. is deemed to be interested in the 76,942,799 Shares held by its affiliates.

Directors’ Recommendation

The Directors are of the opinion that the proposed renewal of the Share Purchase Mandate is
in the best interests of the Company. Accordingly, they recommend that Shareholders vote in
favour of Resolution 10, being the Ordinary Resolution relating to the proposed renewal of the
Share Purchase Mandate to be proposed at the AGM.

Action to be Taken by Shareholders

Shareholders who are unable to attend the AGM and wish to appoint a proxy to attend and
vote on their behalf, should complete, sign and return the Proxy Form accompanying the
Notice of AGM in accordance with the instructions printed thereon as soon as possible and, in
any event, so as to reach the registered office of the Company at 456 Alexandra Roead,

- #06-00 NOL Building, Singapore 113962 not later than 48 hours before the time fixed for the

AGM. The completion and return of the Proxy Form by a Shareholder will not prevent him from
attending and voting in person at the AGM in place of his proxy if he wishes to do so.
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6.2

A Depositor shall not be regarded as a Shareholder entitled to attend the AGM and to speak
and vote thereat unless his name appears on the Depository Register at least 48 hours before
the time fixed for the AGM.

Directors’ Responsibility Statement

The Directors collectively and individually accept responsibility for the accuracy of the
information given in this Appendix 1 and confirm, having made all reasonable enquirtes, that to
the best of their knowledge and belief, the facts stated and the opinions expressed in this
Appendix 1 are fair and accurate and that there are no material facts, the omission of which
would make any statement in this Appendix 1 misleading.

Documents for Inspection

The following documents are available for inspection at the registered office of the Company at
456 Alexandra Road, #06-00 NOL Building, Singapore 119962 during normal business hours
from the date of this Appendix 1 up to the date of the AGM:

(a) the Annual Report of the Company for the financial year ended 28 December 2007;

(b) the 2007 Circular; and

(c) the Articles of Association of the Company.
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APPENDIX 2

28 March 2008

This Appendix 2 is circulated to Shareholders of Neptune Orient Lines Limited (the “Company”)
together with the Company’s 2007 Annual Report. Its purpose is to provide Shareholders with
information on, and to explain the rationale for, the proposed renewal of the Shareholders’ Mandate
for Interested Person Transactions to be tabled at the Annual General Meeting to be held on 16 April
2008 at 10.30 a.m. at 456 Alexandra Road, #04-00 (Lecture Theatre) NOL Building, Singapore

118962.
If you are in any doubt as to the action that you should take, you should consult your stockbroker,

bank manager, solicitor, accountant or other professional advisers immediately.

The Notice of Annual General Meeting and a Proxy Form are enclosed with the 2007 Annual Report.

The Singapore Exchange Securities Trading Limited assumes no responsibility for the correctness of
any of the statements made, reports contained or opinions expressed in this Appendix 2.

é NOL

NEPTUNE ORIENT LINES LIMITED

(Incorporated in the Republic of Singapore)
Company Registration Number: 1968006320

APPENDIX 2 IN RELATION TO
THE PROPOSED RENEWAL OF THE SHAREHOLDERS’ MANDATE
FOR INTERESTED PERSON TRANSACTIONS
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For the purposes of this Appendix 2, the following definitions apply throughout unless otherwise

stated;

“AGM"

“Annual Report”

“associated company”

“Audit Committee”

“CDP”
“Companies Act"
“Company” or “NOL"

“‘controlling sharehotder”

“Directors”

“EAR Group”

“Interested Person Transactions”

“Interested Persons”

“Latest Practicable Date”

“Listing Manual”

“Mandate”

“NOL Board”

The Annual General Meeting of the Company to be held
on 16 April 2008.

The annual report of the Company.

A company in which at least 20% but not more than
50% of its shares are held by the listed company or

group.

The audit committee of the Company comprising
independent Directors (as defined in this Appendix 2)
Christopher Lau Loke Sam (Chairman}, Robert Holland,
Jr, Peter Wagner and Bobby Chin Yoke Choong.

The Central Depository (Pte) Limited.

The Companies Act, Chapter 50 of Singapore.
Neptune Orient Lines Limited.

A person who:

(a} holds directly or indirectly 15% or more of all
voting shares in the company; or

(b} in fact exercises control over a company.
The directors of the Company for the time being.

The Company and its subsidiaries and associated
companies which are considered to be “entities at risk”
within the meaning of Rule 904(2) of the Listing Manual.

The categories of transactions set out in paragraph 7 of
this Appendix 2.

Persons defined as “interested persons” in Chapter 9 of
the Listing Manual and as set out in paragraph 6 of this
Appendix 2.

The latest practicable date prior to the printing of this
Appendix 2, being 3 March 2008.

The listing manual of the SGX-ST, including any
amendments made thereto up to the Latest Practicable
Date.

The mandate for the Company, its subsidiaries and
associated companies which are considered {o be
“entities at risk” to enter into the Interested Person
Transactions set out in paragraph 7 of this Appendix 2.

The NOL Boeard comprising the Directors of NOL.




“NOL Exco” : The Executive Committee of the Company comprising
Cheng Wai Keung (Chairman), Dr Friedbert Malt, Ang
Kong Hua, Simen Claude Israel and Dr Thomas Held
{Group President & Chief Executive Officer).

“NOL Group” : The Company and its subsidiaries and asscciated
companies.

“NTA" : Net tangible assets.

“Securities Accounts” : Securities accounts maintained by Depositors with CDP,

but not including securities sub-accounts maintained
with a Depository Agent.

“SGX-ST° : Singapore Exchange Securities Trading Limited.
“Shares” : Ordinary shares in the capital of the Company.
“Shareholders’ : Registered holders of Shares except that where the

registered holder is CDP, the term “Shareholders” shall, -
in relation to such Shares and where the context admits,
mean the Depositors whose Securities Accounts are
credited with Shares.

‘subsidiary” : A company in which more than 50% of its shares are
held by the listed company or group.

“Temasek” : Temasek Holdings (Private) Limited.
“Temasek Group” : Temasek and its associates.

“S%” or “§” : Singapore Dollars.

“Usyg” : United States of America Dollars.

The terms “Depositor”, “Depository Agent” and “Depository Register” shall have the meanings
ascribed to them respectively in Section 130A of the Companies Act.

Words importing the singular shall, where applicable, include the plural and vice versa. Words
importing the masculine gender shall, where applicable, include the feminine and neuter genders.
References to persons shall include corporations.

Any reference in this Appendix 2 to any enactment is a reference to that enactment as for the time
being amended or re-enacted. Any word defined under the Companies Act or any statutory
modification thereof and not otherwise defined in this Appendix 2 shall have the same meaning
assigned to it under the Companies Act or any statutory maodification thereof, as the case may be.

The headings in this Appendix 2 are inserted for convenience only and shall be ignored in construing
this Appendix 2.

Any reference to a time of day in this Appendix 2 is made by reference to Singapore time unless
otherwise stated.

Any discrepancies in the tables in this Appendix 2 between the listed amounts and the totals thereof
are due to rounding.




INTERESTED PERSON TRANSACTIONS

1.2

NEPTUNE ORIENT LINES LIMITED

{Incorporated in the Republic of Singapore)
Company Registration Number: 1968006320

Introduction

Shareholders had approved the renewal of the Mandate for Interested Person Transactions at
the Annual General Meeting of the Company held on 18 April 2007. Particulars of the Mandate
were set out in Appendix 2 to the Company’s 2006 Annual Report.

The Mandate was expressed to take effect until the conclusion of the next Annual General
Meeting of the Company, being the AGM which is scheduled to be held on 16 April 2008.
Accordingly, the Directors propose that the Mandate be renewed at the AGM, to take effect
until the next Annual General Meeting of the Company. The transactions under the Mandate

which is sought to be renewed remain unchanged. Amendments are proposed to be made to
the Mandate to re-categorise or re-classify certain transactions which are already_covered
under the existing Mandate. For example, “global transportation services” which was previcusly

covered under the sub-category of transactions entitled “Other Activities” is proposed to be
included in the sub-cateqories entitled “Port-related Activities” and “Ship-related Activities”. A

new sub-category entitled “Logistics-related Activities” is proposed to be added which will cover
transactions such as “the obtaining of transportation and logistics services” and “the provision
of supply chain management, consolidation/deconsolidation, warehousing, distribution, and
customer logistics solutions”, which were previcusly covered under the sub-category of
transactions entitled “Other Activities”. These re-categorisation or re-classification of
transactions were made to clearly delineate the core competencies and the suite of preducts
and services provided by the Group. As no new transactions are sought to be added to the
Mandate and as the review procedures for the Interested Person Transactions under the
Mandate remain unchanged, the Company is of the view that an opinion of an independent
financial adviser is not required for the renewal of the Mandate.

The purpose of this Appendix 2, to be circulated to Shareholders together with the Company’s
2007 Annual Report, is to provide Shareholders with information on, and to explain the
rationale for, the proposed renewal of the Mandate to be tabled at the AGM. Details of the
Mandate, including the rationale for and the benefits to the Company, the review procedures for
determining transaction prices with its Interested Persons and other general information
relating to Chapter 9 of the Listing Manual, are set out in paragraphs 3 to 8 below.

Confirmation by Audit Committee

The Audit Committee confirms that:

(a) the methods and procedures for determining the transaction prices under the Mandate
have not changed since the Annual General Meeting of the Company held on 18 April
2007; and

(b) the methods and procedures referred te in sub-paragraph (a) above are sufficient to
ensure that the transactions will be carried cut on normal commercial terms and will not
be prejudicial to the interests of the Company and its minority Shareholders.

The Shareholders’ Mandate

Chapter 9 of the Listing Manual governs transactions entered into by a listed company, as well
as transactions entered into by its subsidiaries and associated companies that are considered
to be at risk, with the listed company’s interested persons. The purpose is to guard against the
risk that interested persons could influence the listed company, its subsidiaries or associated
companies to enter into transactions with interested persons that may adversely affect the
interests of the listed company or its shareholders.
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3.2

3.3

3.4

3.5

3.6

In accordance with Chapter 9 of the Listing Manual, the listed company is required to make an
immediate announcement of, or to make an immediate announcement and seek its
shareholders’ approval for, an interested person transaction if the value of that transaction
alone or on aggregation with other transactions conducted with the same interested person
during the financial year reaches, or exceeds, certain materiality thresholds.

Except for certain transactions which, by reason of the nature of such transactions, are not
considered to put the listed company at risk to its interested persons and hence are excluded
from the ambit of Chapter 9 of the Listing Manual, immediate announcement and shareholders’
approval would be required in respect of transactions with interested persons if certain
financial thresholds (which are based on the value of the transaction as compared with the
listed company’s latest audited consolidated NTA) are reached or exceeded. In particular,
shareholders’ approval is required for an interested person transaction of a value equal to, or
excesds:

{a) 5% of the group’s latest audited consolidated NTA; or

(by 5% of the group’s latest audited consolidated NTA, when aggregated with other
transactions entered into with the same interested person (as defined under Chapter 9
of the Listing Manual) during the same financial year. However, a transaction which has
been approved by shareholders, or is the subject of aggregation with another transaction
that has been approved by shareholders, need not be included in any subsequent
aggregation.

However, the above does not apply to any transaction below S$100,000.

In relation to NOL, for the purposes of Chapter 9 of the Listing Manual, 5% of the latest
audited consolidated NTA of the NOL Group would be approximately US$128 million. This is
computed based on the latest audited consolidated NTA of the NOL Group for the financial
year ended 28 December 2007 of approximately US$2,561 million.

Chapter 9 of the Listing Manual permits a listed company, however, to seek a general mandate
from its shareholders for recurrent transactions of a revenue or trading nature or those
necessary for its day-to-day operations, such as the purchase and sale of supplies and
materials or services (but not in respect of the purchase or sale of assets, undertakings or
businesses) that may be carried out with the listed company’s interested persons.

Under the Listing Manual:
(a) an “entity at risk” means:
(1) the listed company;

(2) a subsidiary of the listed company that is not listed on the SGX-ST or an
approved exchange; or

{3) an associated company of the listed company that is not listed on the SGX-ST or
an approved exchange, provided that the listed company and/or its subsidiaries
(the “listed group”), or the listed group and its interested person(s), has control
over the associated company,

(b) an “interested person’ means a director, chief executive officer or controlling
sharehelder of the listed company or an associate of such director, chief executive
officer or controlling shareholder;

{c) an “associate” in relation to an interested person who is a director, chief executive
officer or controlling shareholder includes an immediate family member (that is, the
spouse, child, adopted-child, step-child, sibling or parent) of such director, chief
executive officer or controlling shareholder, the trustees of any trust of which the
director/his immediate family, the chiet executive officer/his immediate family or

6
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4.2

controlling shareholder/his immediate family is a beneficiary or, in the case of a
discretionary trust, is a discretionary object, and any company in which the director/his
immediate family, the chief executive officer/his immediate family or controling
shareholder/his immediate family has or have an aggregate interest (directly or
indirectly) of 30% or more, and, where a controlling shareholder is a corporation, its
subsidiary or holding company or fellow subsidiary or a company in which it and/or they
have (directly or indirectly) an interest of 30% or more,

(d) an “approved exchange' means a stock exchange that has rules which safeguard the
interests of shareholders against interested person transactions according to similar
principles to Chapter 9 of the Listing Manual;

(e) an “interested person transaction” means a transaction between an entity at risk and
an interested persen; and

) a “transaction” includes:
(1) the provision or receipt of financial assistance;
{2) the acquisition, dispcsal or leasing of assets;
(3) the provision or receipt of services;
{4) theissuance or subscription of securities;
(B) the granting of or being granted options; and
(6) the establishment of joint ventures or joint investments,

whether or not in the ordinary course of business, and whether or not entered into
directly or indirectly.

Rationale for the Renewal of the Mandate
The principal activities of the NOL Group are:

(a) investment holding and the ocwnership and charter of shipping vessels and other related
assets;

{b) the provision of transportation services for containerised cargo in global markets;

{c)b} the provision of supply chain management, warehousing, distribution and customer
logistics solutions (by way of a global network of services spanning ocean, air and
overiand operations) to customers;

{d) the operation of container terminals and provision of other related services;

{e)te} participation in ventures related to the activities listed under (a), ard-(b), {c} and (d)
above; and

(e} the provision of other related and complementary services including ship management,
engineering and repairs to customers.

The NOL Group also engages in other incidental activities such as the disposals of shipping
vessels, containers and related assets as well as non-core properties and assets from time to
time.

It is envisaged that in the ordinary course of business, transactions between companies within
the NOL Group and NOLs Interested Persons are likely to occur from time to time. Such
transactions are as described in paragraph 7 below.
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4.3

5.2

6.2

The Mandate is intended to facilitate transactions contemplated therein which are entered into
in the ordinary course of business and which are transacted from time to time with the
Interested Persons, provided that they are carried out at arm’s length and on normal
commercial terms and are not prejudicial to the interests of the NOL Group and its minority
Shareholders.

Benefits to Shareholders

Due to the time-sensitive nature of commercial transactions, the obtaining of a general
mandate pursuant to Chapter 9 of the Listing Manual will enable the NOL Group, in the
ordinary course of its businesses, to enter into Interested Person Transactions set out in
paragraph 7 below with the Interested Persons set out in paragraph 6 below, provided such
Interested Person Transactions are made on normal commercial terms.

The Mandate and the renewal thereafter on an annual basis eliminates the need to convene
separate general meetings from time to time to seek Shareholders’ approval as and when the
need to enter or renew the transactions with Interested Persons arises, thereby reducing
substantially the administrative time and expense in convening such meetings, without
compromising the corporate objectives and adversely affecting the business opportunities
available to the NOL Group.

The EAR Group will benefit from_having access to competitive quotes from different companies
in_the different industries within the Temasek Group, in addition to obtaining quotes from, or
transacting with, non-Interested Persons.

Classes of Interested Persons

The renewed Mandate will apply to the Interested Person Transactions (as described in
paragraph 7 below) which are carried out with the Temasek Group, namely, Temasek and its
associates.

Transactions with Interested Persons that do not fall within the ambit of the renewed Mandate
shall be subject to the relevant provisions of Chapter 9 of the Listing Manual.

Scope of the Mandate and Interested Person Transactions

The types of Interested Person Transactions which are to be covered by the renewed Mandate
relate to transactions for the provision or obtaining of products and services in the normal
course of the EAR Group's business with the Temasek Group as set out below:

(a) Port-related Activities

The products and services under this sub-category are:

(1) the obtaining of cargo and container handling services,

(2) the obtaining of docking, stevedoring, barge, tug boats and pilotage services;
(3) the obtaining of container maintenance and repair services;

(4)  the obtaining of general depot, pre-trip inspections, storage services, and diessl;
(5) the obtaining of warehouse leasing services;

(6) the provision of global cargo transportation services;

(7)&} the provision of inter-gateway and inter-terminal haulage services;

{8)A the provision of container depot management services including container repair
and storage; and
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(b)

(c)

{948} the provision or the obtaining of such other products and/or services which are
incidental to or in connection with the provision or obtaining of products and/or
services in sub-paragraphs (1) to (8)&3} above.

The transactions set out in sub-paragraphs (1) to (8% arise in the normal course of

business of the EAR Group, while the transactions set out in sub-paragraph (218} will be

those which are necessary for the day-to-day operations of the EAR Group.

Ship-related Activities
The products and services under this sub-category are:

(1)  the obtaining of ship repair and maintenance services;
(2)  the obtaining of ship-building services;

(3) the obtaining of marine-engineering-related services such as dry-docking and ship
conversion services;

(4) the obtaining of ship leasing services;
(58) the provision of global cargo transportation services;
()8} the provision of vessel chartering services;

(748} the provision of other ship-related services such as ship management,
engineering, repairs, and blasting and painting of steel plates; and

(8) the provision or the obtaining of such other products and/or services which are
incidental to or in connection with the provision or obtaining of products and/or
services in sub-paragraphs (1) to (7)¢6} above.

The transactions set out in sub-paragraphs (1) to (7)#&} arise in the normal course of

business of the EAR Group, while the transactions set out in sub-paragraph (8)&} will be

those which are necessary for the day-to-day operations of the EAR Group.

Fuel-related Activities

The products and services under this sub-category are:
(1) the obtaining or the purchase of bunker fuel;

{2) the obtaining or the purchase of oil and other fuel (excluding bunker fuel); and

{3)&} the provision or the obtaining of such other products and/ocr services which are
incidental to or in connection with the provision or obtaining of preducts and/or
services in sub-paragraphs (1} and (2) above.

The transactions set out in sub-paragraphs (1) and (2) arise in the normal course of
business of the EAR Group, while the transactions set out in sub-paragraph {23} will be
those which are necessary for the day-to-day operations of the EAR Group.

Container Shipping-related Activities
The products and services under this sub-category are:

(1) the provision of global container transportation services: and
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the provision or the obtaining of such other products and/or services which are
incidental to or in connection with the provision or obtaining of products and/or
services in_sub-paragraph (1) above.

The transactions set out in sub-paragraph (1} arise in the normal course of business of

the EAR Group, while the transactions set out in sub-paragraph (2) will be those which

are necessary for the day-to-day operations of the EAR Group.

(e) Logistics-related Activities

The products and services under this sub-category are:

(1)
2)

3)

the obtaining of transportation and iogistics services;

the provision of supply chain management, consolidation/deconsolidation,
warehousing, distribution, and customer logistics solutions; and

the provision or the obtaining of such other products and/or services which are
incidental to or in connection with the provision or obtaining of products and/or
services in sub-paragraphs (1) and (2) above.

The transactions set out in_sub-paragraphs (1) and (2} arise in the normal course of
business of the EAR Group, while the transactions set out in sub-paragraph (3) will be

those which are necessary for the day-to-day operations of the EAR Group,

(el Other Aclivilies
The products and services under this sub-category are:

(1)

(@)
(3)
(4)
(5)
&}

the obtaining or the purchase of electronic and engineering equipment, security
systems, material handling systems, computer systems, components and
equipment, software licences and information technology services;

the leasing and/or the purchase of telecommunication equipment and/or system;
the leasing of premises and the obtaining of property maintenance services;

the obtaining of management service;

the obtaining of printing and publication products and services;

| rinaat : ocist e

{6)4 the obtaining of travel-related services, including travel agency services; and

(¥ the provision or the obtaining of such other products and/or services which are
incidental to or in connection with the provision or obtaining of products and/or
services in sub-paragraphs (1) to £+83(6) above.

. The transactions set out in sub-paragraphs (1) to (48}(6) arise in the normal course of
business of the EAR Group, while the transactions set out in sub-paragraph H{7) will
be those which are necessary for the day-to-day operations of the EAR Group.

10
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7.24 Transactions with Interested Persons that do not fall within the ambit of the renewed Mandate
will be subject to the provisions of Chapter § of the Listing Manual and/or other applicable
provisions of the Listing Manual.

8.2

Review Procedures for Interested Person Transactions

The Company has in place an internal control system to ensure that transactions with
Interested Persons are made on commercial terms, supported by independent valuation where
appropriate, and consistent with the EAR Group's usual policies and practices.

The internal control systems include the following guidelines:

{a) Obtaining of Services or Purchases of Products

(1)

)

all contracts entered into or transactions with Interested Persons are to be carried
out by obtaining at ieast two quotations (wherever possible or available) prior to
the entry into such transactions, in order to determine whether the price and the
terms offered by the Interested Person are comparable to those offered by
unrelated third parties for the same or substantially similar specifications and
services;

where there are publicly available rates for the services or goods provided by the
Interested Person, the EAR Group will seek to negotiate better rates to ensure
that the terms and rates provided by Interested Persons are no less favourable
than the usual commercial terms provided by unrelated third parties (including,
where applicable, preferential rates/prices/discounts accorded to corporate
customers or for bulk purchases) or otherwise in accordance with applicable
industry norms;

in the event that such competitive quotations or publicly available rates cannot be
obtained (for instance, if there are no unretated third party vendors of similar
products or services, or if the product is a proprietary item), the senior
management staff of the relevant company in the EAR Group (with no interest,
direct or indirect in the transaction), will determine whether the price and terms
offered by the interested Person are fair and reasonable; and

in evaluating the terms offered by Interested Persons for such services or
products, factors such as, but not limited to, quantity, volume, consumption,
customer requirements, specifications, duration of contract and strategic purposes
of the transaction will be taken into account.

(b)  Provision of Services or Sales of Products

(1)

all contracts entered into or transactions with Interested Persons are to be carried
out at the prevailing market rates or prices of the service or product providers, on
terms which are no more favourable to the Interested Persen than the usual
commercial terms extended to unrelated third parties (including, where applicable,
preferential rates/prices/discounts accorded to corporate customers or for bulk
purchases) or otherwise in accordance with applicable industry norms;

11
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(2)  where the prevailing market rates or prices are not available due to the nature of
service to be provided or the product to be sold, the EAR Group’s pricing for such
services to be provided or products to be sold to Interested Persons is determined
in accordance with the EAR Group’s usual business practices and pricing policies,
consistent with the usual margin to be obtained by the EAR Group for the same or
substantially similar type of contract or transaction with unrelated third parties; and

(3) in evaluating the terms to be offered to Interested Persons for such services or
products, factors such as, but not limited to, quantity, volume, consumption,
customer requirements, specifications, duration of contract and strategic purposes
of the transaction will be taken into account.

8.3 In addition, the following review and approval procedures have been implemented:

(@)

(c)

Approval Limits For Obtaining of Services or Purchases of Products

(1}  Transactions up to the equivalent of US$5 million require the approval of the
respective line managers and finance managers with the appropriate limits of
approval. Transactions above the equivalent of US$5 million and up to US$10
million require the approval of both the Group President & Chief Executive Officer
and the Group Chief Financial Officer.

(2) Transactions above the equivalent of US$10 million and up to US$100 million
require the approval of the NOL Exco or, in its absence, the NOL Board.

(3) Transactions above the equivalent of US$100 million require the approval of the
NOL Board.

The NOL Board and/or the NOL Exco and/or the Group President & Chief Executive
Officer (or such other senior executive designated in his place) may, as ithe deems fit,
request for additional information pertaining to the transaction under review from
independent sources or advisers, including the obtaining of valuations from independent
professional valuers, if necessary.

Guidelines for Provision of Products and Services

Interested Person Transactions with a value in excess of 5% of the latest audited
consclidated NTA of the NOL Group must be approved by the NOL Board prior to entry.

The NOL Board and/or the NOL Exco and/or the Group President & Chief Executive
Officer (or such other senior executive designated in his place) may, as it/he deems fit,
request for additional information pertaining to the transaction under review from
independent sources or advisers.

Abstention from Voting at NOL Board and/or NOL Exco meeting

Any member of the NOL Board and/or the NOL Exco, including any Executive Director
who has an interest in a transaction, is required to abstain from participating in the
review and approval process in relation to that transaction.

Register

The Company maintains a register of transactions carried out with Interested Persons
pursuant to the Mandate (recording the basis, including the quotations obtained to
support such basis, on which they are entered into).

All Interested Person Transactions entered into in the relevant financial year pursuant to

the Mandate, are reviewed by the Group’s internal/external auditors pursuant to their
annual audit plan.
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8.4

8.5

10.
10.1

10.2

1.
11.1

() Periodic Reviews

(1)  The internal or external auditors shall, on a quarterly basis, carry out audit
reviews on Interested Person Transactions and will report to the Audit Committee
on their findings;

(2)  The internal or external auditors shall, on an annual basis, carry out audit reviews
to ascertain that the established guidelines and procedures for Interested Person
Transactions are appropriate and have been complied with; and

(3) The Audit Committee shall review these internal/external audit reports on
Interested Person Transactions.

Further, NOLs internal/external audit ptan will incorporate a review of all transactions entered
into in the relevant financial year pursuant to the Mandate.

If, on its review of the internal/external audit reports, the Audit Committee is of the view that
the guidelines and review procedures as stated have become inappropriate or insufficient in
view of changes to the nature of, or the manner in which, the business activities of the EAR
Group are conducted, NOL will revert to Shareholders for a fresh mandate based on new
guidelines and review procedures to ensure that the Interested Person Transactions will be at
arm’s length and on normal commercial basis.

Validity Period of the Mandate

The renewed Mandate will take effect from the passing of the Grdinary Resolution relating
thereto, and will (unless revoked or varied by NOL in general meeting) continue in force until
the next Annual General Meeting of NOL. Approval from Shareholders will be sought for the
renewal of the Mandate at the next Annual General Meeting and at each subsequent Annual
General Meeting of NOL, subject to satisfactory review by the Audit Committee of its continued
application to the transactions with Interested Persons.

Disclosures

Under Chapter 9 of the Listing Manual, the aggregate value of transactions conducted with
Interested Persons pursuant to the Mandate in force during the financial year must be
disclosed in the Company's Annual Report of that financial year.

NOL will announce the aggregate value of transactions conducted with Interested Persons
pursuant to the Mandate for the quarterly financial periods which NOL is required to report on
pursuant to the Listing Manual and within the time frame required for the announcement of
such report.

Audit Committee’s Statements

The Audit Committee has reviewed the terms of the Mandate, and is satisfied that the review
procedures for Interested Person Transactions, as well as the reviews to be made periodically
by the Audit Committee (with internal/external audit assistance) in relation thereto, are
sufficient to ensure that Interested Person Transactions will be made with the relevant class of
Interested Persons in accordance with the EAR Group’s normal commercial terms, and are
hence not prejudicial to NOL and its minority Shareholders.

If, on its review of the internal/external audit reports, the Audit Committee is of the view that
the established guidelines and procedures are not sufficient to ensure that the Interested
Person Transactions will be on the EAR Group’s normal commercial terms and will not be
prejudicial to the interests of NOL and its minority Shareholders, NOL will revert to
Shareholders for a fresh mandate based on new guidelines and procedures for transactions
with Interested Persons.
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12,

13.
131

Resolution 11

The full text of Resolution 11, being the Ordinary Resolution relating to the proposed renewal
of the Mandate to be proposed at the AGM, is set out below:

“That for the purposes of Chapter 9 of the Listing Manual (“Chapter 9”) of the Singapore
Exchange Securities Trading Limited:

(a)

approval be and is hereby given for the Company, its subsidiaries and associated
companies that are entities at risk (as defined in Chapter 8), or any of them, to enter into
any of the transactions falling within the types of Interested Person Transactions,
particulars of which are set out in paragraph 7 of Appendix 2 to the 2007 Annual Report
of the Company, with any party who is of the class of Interested Persons described in
paragraph 6 therein, provided that such transactions are made on an arm’s length basis
and on normal commercial terms;

such approval {the “Mandate”) shall, unless revoked or varied by the Company in
General Meeting, remain in force until the next Annual General Meeting of the Company;
and

the Directors and/or Company Secretary be and are hereby authorised to complete and
do all such acts and things (including executing all such documents as may be required)
as they may consider expedient or necessary or in the interest of the Company to give
effect to the Mandate and/or this Resolution.”

Directors’ and Substantial Shareholders’ Interests

As at the Latest Practicable Date, the Directors’ interests in Shares as recorded in the Register
of Directors’ Shareholdings are as follows:

Number of Shares Number of Shares
: comprised in
Direct Deemed outstanding
Director Interest %t Interest %" Options/Awards
Cheng Wai Keung 1,250,000 0.085 - - 345,000
Dr Friedbert Malt 40,000 0.003 - - 172,000
Ang Kong Hua 40,000 0.003 - - 172,000
Dr Thomas Held 13,000 0.001 - - 74,000
Yasumasa Mizushima 30,000 0.002 - - 89,000
James Connal
Scotland Rankin 108,000 0.007 - - 81,000
Robert Holland, Jr 100,000 0.007 - - 129,000
Christopher
Lau Loke Sam - - - - 129,000
Timothy Charles Harris - - -~ - 81,000
Peter Wagner 30,000, 0.002 - - 81,000
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I

13.2

14,

Number of Shares Number of Shares
comprised in
« Direct Deemed outstanding
Director Interest 0% Interest % Options/Awards
Bobby Chin Yoke Choong - - 16,851%  (0.001 -

Simon Claude |srael - - - - -

Tan Pheng Hock - - - - -

Notes:

m Based on 1,470,094,745 issued Shares as at the Latest Practicable Date (this is based on 1,471,547 462 issued
Shares as at the Latest Practicable Date and disregarding 1,452,717 Shares held in lreasury as al the Latesl
Practicable Date}.

@ Bobby Chin Yoke Choong is deemed to be interested in the 16,851 Shares held by his spouse.

As at the Latest Practicable Date, the interests of the substantial Sharehclders in Shares as
recorded in the Register of Substantial Sharehelders are as follows:

Number of Shares

Substantial Direct Deemed Total
Shareholder Interest %t Interest %t Interest %t
Temasek 383,465,362 26.09 612,748,816® 41.68 996,214178 67.77
AXA S A - - 76,942,799% 5.23 76,942,799 523
Notes: |

“’ Based on 1,470,094,745 issued Shares as at the Latest Practicable Date {this is based on 1,471,547,462 issued
Shares as at the Latest Practicable Date and disregarding 1,452,717 Shares held in treasury as at the Latest
Practicable Date).

@ Temasek is deemed to be interested in the 612,748,816 Shares held by its associated companies and
subsidiaries.

@ AXA S.A.is deemed to be interested in the 76,942,799 Shares held by its affiliates.

Independent Directors’ Recommendation

The Directors who are considered independent for the purposes of the proposed renewal of
the Mandate are Dr Friedbert Malt, Ang Kong Hua, Yasumasa Mizushima, James Connal
Scotland Rankin, Robert Holland, Jr, Christopher Lau Loke Sam, Timothy Charles Harris, Peter
Wagner and Bobby Chin Yoke Choong (the “Independent Directors”).

The Independent Directors are of the view that the entry into the Interested Person
Transactions (as described in paragraph 7 of this Appendix 2} with the Interested Persons (as
described in paragraph 6 of this Appendix 2) in the ordinary course of its business is in the
best interests of the Company.

The Independent Directors are of the opinion that the methods or procedures for
determining the transaction prices are sufficient to ensure that the transactions will be
carried out on normal commercial terms and will not be prejudicial to the interests of
NOL and its minority Shareholders. For the reasons as set out in paragraphs 4 and 5 of
this Appendix 2, the Independent Directors recommend that Shareholders vote in favour
of Resolution 11, being the Ordinary Resolution relating to the proposed renewal of the
Mandate to be proposed at the AGM.
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15.
15.1

15.2

16.
16.1

16.2

17.

18.

The Independent Directors, in rendering their recommendation, have not had regard to the
specific investment objectives, financial situation, tax position or unique needs and constraints
of any Shareholder.

As different Shareholders have different investment objectives, the Independent Directors
recommend that any individual Shareholder who may require specific advice in relation to his
Shares should consult his stockbroker, bank manager, solicitor, accountant or other
professional advisers.

Action to be Taken by Shareholders

Shareholders who are unable to attend the AGM and wish to appoint a proxy to attend and
vote on their behalf, should complete, sign and return the Proxy Form accompanying the
Notice of AGM in accordance with the instructions printed thereon as soon as possible and, in
any event, so as to reach the registered office of the Company at 456 Alexandra Road, #06-00
NOL Building, Singapore 119962 not later than 48 hours before the time fixed for the AGM.
The completion and return of the Proxy Form by a Shareholder will not prevent him from
attending and voting in person at the AGM in place of his proxy if he wishes to do so.

A Depositor shall not be regarded as a Shareholder entitled to attend the AGM and to speak
and vote thereat unless his name appears on the Depository Register at least 48 hours before
the time fixed for the AGM.

Abstention from Voting

Temasek and its associates will abstain from voting their Shares (if any) in respect of
Resolution 11, being the Ordinary Resolution relating to the proposed renewal of the Mandate
to be proposed at the AGM.

Mr Cheng Wai Keung, who is a member of the Temasek Advisory Panel, Mr Simon Claude
Israel, who is an executive director of Temasek, and Mr Tan Pheng Hock, who is President &
Chief Executive Officer of an entity within the Temasek Group, will abstain from voting their
Shares (if any) in respect of Resolution 11, being the Ordinary Resolution relating to the
proposed renewal of the Mandate at the AGM. They will also decline to accept appointment as
proxy for any Shareholder to vote in respect of Resolution 11, unless the Shareholder
concerned shall have given instructions in the Proxy Form as to the manner in which his votes
are to be cast in respect of Resolution 11.

Directors’ Responsibility Statement

The Directors collectively and individually accept responsibility for the accuracy of the
information given in this Appendix 2 and confirm, having made all reasonable enquiries, that to
the best of their knowledge and belief, the facts stated and the opinions expressed in this
Appendix 2 are fair and accurate and that there are no material facts, the omission of which
would make any statement in this Appendix 2 misleading.

Documents for Inspection

The Annual Report of the Company for the financial year ended 28 December 2007 is
available for inspection at the registered office of the Company at 456 Alexandra Road, #06-00
NOL Building, Singapore 119962 during normal business hours from the date of this Appendix
2 up to the date of the AGM.
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31 March 2008

By Courier

U.S. Securities and Exchange Commission
Attn: Elliott Staffin

Office of International Corporate Finance
Division of Corporation Finance

Mail Stop 36-28

100 F Street, NE

Washington, DC 20549

USA

Dear Sirs

Rule 12g3-2 Exemptions for American Depository Receipts (“ADR”)

Neptune Orient Lines Limited
File No. 82-2605

NOL has today made an announcement in relation to the NOL Operating
Performance for Period 2, 2008. Attached is a copy of the announcement for your

attention, please.
Yours faithfully
4),,
P4
Matjorie Wee (Ms)
Company Secretary

Enc

fcl

QNCSMSECRETARIATWNeptune Onert Lines LimitechCorres poncence!L etten2006\Letter to SEC (Eott Staffin) - 31Mar0@.doc

w Neptune Orient Lines Limited
APL 456 Alexandra Road #06-00
m LOgIShCS o NOL Building Singapore 119962

Tel: 65 6278 9000 Fax: 65 6278 4900

www.nol.com.sg
Co. Reg. No.: 196800632D
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Monthly Operational Update (Unaudited)

R
ECEIvEp
Neptune Orient Lines Ltd 208 AP |
NOL. 456 Alexandra Road, NOL Building ., 3 Ay
: ; farE OF .
Singapore 119962 - CORPUR{-H}?ERNA Tio:
Company registration number : TEFipa NC;
1968006320
31 March 2008
NOL's container shipping operating performance for the 4 weeks (Period 2) from 9
February 2008 to 7 March 2008 are as follows:
Period 2, | Period 2, % YTD YTD %
2008 2007 Change 2008 2007 Change
Container Shipping
a) Volume (FEU) 175,200 158,600 10 464,600 406,100 14
b) Average Revenue Per FEU (US$/FEU) 2,846 2,500 14 2,935 2,538 16

For the four weeks of P2, 2008, liner volumes increased 10% while average revenue
per FEU (Forty-foot Equivalent Unit) increased 14% over the same period last year.

P2 YTD, 2008 {iner volumes increased 14% while average revenue per FEU showed a

16% improvement over P2 YTD, 2007.

Note : Period 1 and Period 12 comprise 6 weeks per period while Periods 2 to 11 comprise 4 weeks per period.
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APL Average Revenue per FEU (updated as at Period 2, 2008)

USS$/FEU APL Average Revenue per FEU (2005-2008)
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